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Federation Launches Tea Party 


CTF President Jason Kenney 

& Linda Leatherdale, Sun Money 

Editor & CTF Board Member, 

launched the GS-Tea Party calling 

: : on taxpayers across Canada 

eee a Seo to mail in tea bays to protest 
ae Permit No. 1228374 the Liberal government Ss 
S4N ONT failure to abolish the GST. 
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The GST is dead, long live the GST 


Jason Kenney is some Liber- 
President of the als were still 
Canadian Tax- talking 
payers Federa- about up- 
tion. holding 
their elec- 
tion prom- 
ise. In 1994, 
Jane Ste- 


Politicians, unfortunately, 
rarely say what they mean and 
almost never mean what they 
say. Such it seems, is the case 
with the GST. 

In the 1993 federal election 
campaign, Liberal candidates 
all over the country were ada- 
mantly professing their visceral 
hatred of the GST. Jean 
Chretien himself said that “we 
will scrap the GST.” Sheila 
Copps blurted out that “if the 
GST is not abolished under a 
Liberal government, I will re- 
sign.” Even after the election, 


wart, the current Revenue Min- 
ister, proclaimed that “as Liber- 
als, we were elected to abolish 
the tax, scrap it.” 

How times change. In late 
March, the Liberals voted 
against a motion in the House 
of Commons to “kill” the tax. 
They are now preparing to in- 
troduce some minor changes to 
the GST to ensure that it re- 
mains intact. In fact, the Liber- 
als have now come full circle to 
adopt the very same policy the 
Conservatives put forward 
when they introduced the GST 


idea in 1989. Rather than 
“abolish” the tax, Finance Min- 
ister Paul Martin is hoping 
upon hope to “harmonize the 
GST with provincial sales 
taxes.” 

Now I don’t know about 
you, but to me the words “abol- 
ish” and “harmonize” mean 
two completely different things. 
Maybe it’s time the Liberals 
put down their Red Book and 
picked up a dictionary. 

Of course, the government is 
now attempting to perform all 
sorts of verbal gymnastics. 
Martin claims that the Liberals 
never really promised to “scrap 
the tax”, that it’s the provinces’ 
fault for not going along with 
the harmonization scheme, and 
that Ottawa couldn’t do without 
its pot of gold in GST revenues. 

But taxpayers aren’t buying 
any of it. As evidenced by the 


comments above, it’s perfectly 
clear that the Liberals promised 
to obliterate the GST. That 
being the case, the responsibil- 
ity to abolish the tax has abso- 
lutely nothing whatsoever to do 
with the provinces. The Liber- 
als have the power to unilater- 
ally end the GST. Period. 

“But how will we replace all 
that GST money currently cas- 
cading into our pension plan?” 
ask the Liberal MPs. Well, first 
of all, by eliminating the GST, 
the billions now going to the 
federal bureaucracy would in- 
stead end up in taxpayers’ pock- 
ets. That means more money 
spent on consumer goods, more 
jobs for Canadians, and more 
economic growth. Lost GST 
revenues would largely be re- 
placed by the extra money flow- 
ing in from an invigorated econ- 
omy. 

Second, no one is 
proposing to scrap 
the GST in one fell 
swoop. Phasing it 
out over a period of 
time would allow the 
government to grow 
its way out of its de- 
pendency on this 
cash cow. 


Finally, the gov- 
ernment could al- 
ways reduce spend- 
ing to accommodate 
any subsequent short- 
fall in revenues. As 
this year’s budget 
shows, the govern- 
ment will be spend- 
ing exactly the same 
amount in 1997-98 as 
they were in 1993-94 
— $158 billion. 
There has been no 
net reduction in total 
spending. 


Tax Fact: 


The GST has 
raised 
approximately 
$66.8 billion 
since its 
introduction. 
For the 
average 
Canadian 
family that 
works out to 
about 
$2,150 a 
year. 


And it’s not as if there isn’t 
any fat to cut. Billions of tax- 
payer dollars could be saved 
from the elimination of big 
business subsidies, hand-outs to 
special interest groups, the com- 
mercialization of Crown corpo- 
rations, etc., etc. Eliminating 
the GST alone would save 
$279 million in administrative 
costs. 

So no more excuses, Mr. 
Chretien, Ms. Copps. Harmoni- 
zation is not abolition. It’s time 
to put our money where your 
mouth is — it’s time to honour 
your election promise and scrap 
the GST! = 


ACT gn 


Write, fax, phone... 


The Hon. Jean Chretien 
Prime Minister 
Rm 309 S, Centre Block, 
House of Commons 
Ottawa, Ont, K1A 0A6 
Ph: 613-992-4211 
Fax: 613-941-6900 
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The Canadian Taxpayers Federation 
is asking Canadians to join a “tea party” 
to protest the federal government’s fail- 
ure to abolish the GST in this year’s 
budget, by sending tea bags to the Prime 
Minister and Liberal MPs. 

Jason Kenney, President of the CTF, 
said, “We like to think of this GST 
protest as Canada’s version of the Bos- 
ton Tea Party. Our protest may come a 
little later than the American Revolu- 
tion, but the reasons are the same - 
people want to see an end to this unjust 
tax burden.” 

Kenney said Canadians can send 
their tea bags to the CTF, who will then 
deliver them to the Prime Minster, or 
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Taxpayers launch “Tea Party” 


they can send them 
directly to Liberal | 
MPs at the House of 
Commons, postage- 
free. 

In 1993, Deputy 
Prime Minister § 
Sheila Copps said, “If } 
the GST is not abol- 
ished under a Liberal 


government, I will re- 
sign." 
Kenney com- 


mented, “It’s time for Ms. Copps to 

make good on her pledge and resign her 

seat in the House of Commons.” 
Kenney commended Toronto MP 


Please send your tea bags to the CTF, and we'll make sure Prime 
Minister Jean Chretien gets them. 


Send your tea bag to: 


Canadian Taxpayers Federation: #410-9707-110th 
St., Edmonton, Alberta, T5K 2L9 


Copps Watch - Resignation 
Countdown! 


We’re halfway there! 


Months Expired: 30 - Months Remaining: 30 


The end of April, 1996, marks the half-way point in the long road to 
Sheila Copps’ resignation. It has been 30 months since the Deputy Prime 
Minister promised to resign from parliament if the GST is not abolished by 


the current Liberal government. 


Ms. Copps is now apparently attempting to argue that “harmonizing” the 
GST with provincial sales taxes constitutes abolishing the tax. For Ms. 
Copps benefit we have provided the Webster’s Dictionary definition of the 


term “abolish” below. 


A-bol’-ish: to do away with completely; put an end to; esp. to 
make (a law, etc.) null and void. 


John Nunziata who vowed to vote 
against the budget bill and called on all 
Liberal backbenchers to follow his 
lead. “We are hoping the tea party pro- 
test will have an effect on the Liberal 
caucus and push them to vote against 
the budget.” 

Kenney said the CTF will not allow 
the Liberals to get away with breaking 
such a vital and concrete election prom- 
ise. 


Liberal promises 
on the GST! 


“I would abolish the GST. The Manu- 
facturers Sales Tax is a bad tax, but | 
there’s no excuse to repeal one bad 
thing by bringing in another one. ”- 
Paul Martin, MP, current Finance 
Minister, Gazette, April 4, 1990 


“] am opposed to the GST, J have al- 
ways been opposed to it and I always 
will be opposed to it.” - Jean 

Chretien, Toronto Star, October 29, 
1990 

“Our alternative to the GST is that we 
are not going to have one.” - Fred Mif- 
flin, current Minister of Fisheries, 
House of Commons, Feb. 11, 1993 


“Tt is no secret that we as Liberals, if 
we are given - and I say it humbly - 
the trust of the people in the fall, the 
GST will be scrapped. ” - Dennis 
Mills, Liberal MP, House of Com- 
mons, May 10, 1993 


“Tf the GST is not abolished under a 
Liberal government, I will resign. ” - 
Sheila Copps, current Deputy Prime 
Minster, CBC Townhall, October 18, 
1993 


“As Liberals, we were elected to 
change the tax, abolish the tax, scrap 
it.” - Jane Stewart, current Revenue 
Minister, Winnipeg Free Press, March 
24, 1994 


“I hope we don't try to hoodwink peo- 
ple into thinking our commitment was 
contingent on the provinces agreeing 
to harmonize their taxes with the 
GST.” - John Nunziata, Liberal MP, 
Toronto Star, February 28, 1996 a 


Delicacies while incarcerated 


The Fraser Institute recently released 
numbers which show the cost of running our 
penal system each year tops $2.38 billion. A 
news story in the Calgary Sun could help to 
explain why those costs are so high. Taxpay- 
ers are footing the bill for Inuit prisoners in 
Alberta’s Bowden Institution to have north- 
em delicacies such as muskox, caribou, 
whale blubber and Arctic char flown in six or 
seven times a year for the traditional Inuit 
celebrations of 43 prisoners. The price tag 
over a six-month period includes $2,786 in 
June for musk ox and caribou, $1,941 in July 
for whale blubber and Arctic char, and in 
November and December a further $3,321 
was spent. 


Almost got it 


When a British Columbia welfare recipi- 
ent decided he needed a $10,000 computer, 
he applied for a crisis grant to buy it. He was 
turned down by his financial aid worker who 
said the computer equipment didn’t qualify 
under the specifications for a crisis grant 
because the need was not unexpected and his 
health would not be adversely affected if he 
didn’t have it. However, the social services 
recipient appealed and a three-member tribu- 
nal agreed with him. Social services was told 
to write him a cheque for $11,346 to pur- 
chase the equipment he wanted. The Depart- 
ment, however, is presently trying to have the 
decision overtumed. 


Social Services employee 
serves self 


Social Services fraud is rampant, but in 
Saskatchewan we see just how bad it can be. 
In October, 1992, Social Services hired a 
native counsellor to work at a Regina youth 
centre. The man, however, didn’t mention he 
was collecting social assistance, and over a 2 
1/2 year period worked for social services 
while collecting welfare from the same 
agency. He was found guilty of defrauding 
the government of more than $17,000. The 
department had similar problems in 1988, 
when a woman was convicted of collecting 
welfare while working as a case worker for 
Social Services. She managed to defraud the 
government of almost exactly the same 
amount. @ 


It’s thumbs down to the 
federal budget from the Cana- 
dian Taxpayers Federation. 

The federal government 
failed to abolish the GST as 
promised, made significant 
back-door tax increases, and 
has not established a clear 
time frame for deficit elimi- 
nation. According to Jason 
Kenney, CTF spokesperson, 
it isn’t what Canadians had 
hoped for, or needed. 

Kenney pointed out that 
despite the government’s 
claim of no new taxes, Paul 
Martin has managed to in- 
crease revenues for the gov- 
ernment. 

Measures, such as rolling 
back the maximum age for 
RRSP contributions from 71 to 
69, mean individuals must 
begin drawing on their private 
pension savings a full two 
years earlier. 

The government also stands 
to make more money by freez- 
ing RRSP contributions 
through to 2003. It’s a move 


the debt. 
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that will net the government 
$200 million by 1998. As well, 
extending the “temporary” 12 
% surcharge on banks for an- 
other year will put an addi- 
tional $40 million into govern- 
ment coffers. How temporary 
this tax is has yet to be seen. 
Canadians will remember an- 
other “temporary tax”, the in- 
come tax, which was instituted 
in 1917. We’re still paying it. 

Tax changes to child sup- 
port payments may be pur- 
ported to be in the best inter- 
ests of children, but it’s 
interesting to note the changes 
will mean a revenue gain for 
the feds of $15 million the first 
year, $65 million the second 
year, and $120 million in the 
third year. Whose best inter- 
ests? 


It is estimated the Chretien 
government will have in- 
creased taxes in aggregate by 
$7.3 billion through meas- 
ures outlined in its first three 
budgets. That translates into 
a $994 in tax increase over 


five years for the average Ca- 
nadian family. 

“These incremental tax 
hikes are like Chinese water 


Nees, 


Reducing taxes would help put the economy on track. 


A comparison of what the federal government 
has spent on programs and on interest on 


By fiscal year ending March 31st - in billions of $ 
Source: Department of Finance 


Interest on the debt has risen from just 
12.5% of program spending in 1968 to an 
estimated 46% of program spending 


in 1998. 
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torture to taxpayers,” Kenney 
said. “Canadians have caught 
on to these sly, nickel-and- 

dime tactics, and they will 
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come back to haunt the Liber- 
als in the next election.” 

“Higher taxes through 
changes to RRSP contribu- 
tions limit job creation and in- 
vestment. Lowering the dis- 
posable income of Canadians 
is no way to stimulate the 
economy.” 


The CTF is also disap- 
pointed in the government’s 
spending initiatives for job 
creation. “The best way to 
create jobs is through tax re- 
lief,” Kenney said. “Throw- 
ing more money at short- 
term job creation schemes 
only puts us further into debt 
and masks the structural un- 
employment problem.” 

Kenney added that the 
government’s lack of action 
on the GST will seal its fate 
with voters. “This was the 
Liberal’s last chance to make 
good on their commitment to 
kill the GST. This is one bro- 
ken promise that won’t be 
forgotten.” = 
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Avoiding taxes 


Every now and then Revenue Canada sends out 
a news release informing Canadians of the latest in- 
dividual caught trying to avoid paying his or her 
taxes. 

Their intent is to show the federal government’s 
vigorous pursuit of tax avoiders in the hope of strik- 
ing fear into the hearts of potential cheats. 

This past July, the Department sent out a release 
stating that Cirtech Inc. of Shawinigan, Quebec, 
had been fined $108,142 for avoiding the payment 
of federal income taxes. Apparently, the company 
had issued unnumbered sales invoices and had not 
recorded the transactions in their financial records. 
There were also instances where bills were paid in 
cash to avoid paying taxes. Between 1992 and 
1993, Cirtech had avoided paying over $180,000 in 
taxes. This will now have to be paid with the appro- 
priate interest and penalty charges, in addition to 
the fine. 

Nothing unusual here. This is a common occur- 
rence across Canada as beleaguered taxpayers, fed 
up with the oppressive tax load, look for ways to 
escape it. 

Interestingly enough, a check of the records at 
the Federal Office of Regional Development (Que- 
bec) indicates that Cirtech Inc. had received 
$34,777 in financial assistance from the federal gov- 
ernment to help in the construction of a facility in 
Shawinigan in 1978. 

It’s a classic example of what is wrong with the 
system. For years, governments have insisted on 
handing out business subsidies, which in the end 
must be paid for by higher taxes. Ironically, some 
of the businesses which benefited from the subsi- 
dies are now trying to avoid the excessive levels of 
taxation. = 
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Guest editorial 


The inside scoop on pension abuse by Donna Ford 


In my law practice, I get to see the best and the 
worst in people. On the “best of” side, I’ve seen 
spouses forgo their right to a sale of the matrimonial 
home because they want their children to live in a sta-_ 
ble environment. I’ve seen busy people charge no 
fees for doing extensive executor’s work when old 
friends die. 

I’ve seen clients who receive no child’ support 
from shiftless ex-spouses get up each day and go to 
work and provide the best they can for their children, 
without turning to public assistance. Frequently, 
though not always, they receive assistance from their 
families, who provide help with baby-sitting, for ex- 
ample. What a refreshing concept: families helping 
their own with no government cheque involved. 

Unfortunately, | also see the worst 
in people. I see the cheaters, and if | 
had a dollar for every cheater who 
has crossed my path, I’d be enjoying 
“Freedom 55” at 43. 

When | am preparing a sworn fi- 
nancial statement for a client who is 
collecting government benefits, I ask, 
pointing to the monthly welfare fig- 
ure, “And is that all of your income?” 
Most people, I find, are basically hon- 
est. Some are easily tempted to lie to 
“the government” to collect public 
funds, but only the really hard cases 
will lie to their lawyers. All too often, 
the response to my question is: “No, I 
also work for cash painting houses.” 
Then they get defensive and continue, 
“How else could I survive on what 
welfare gives me?” (This, presum- 
ably, is why most criminal lawyers 
do not ask their clients, “So, did you 
do it?”) 

[ have seen people who have pretended to be sepa- 
rated from their spouses in order to collect family 
benefits and thereby double the family income. As 
John Travolta’s bad-guy character from the movie 
“Broken Arrow” would say, “Ain’t it cool?” This dou- 
ble income must seem like manna from heaven to 
people with no scruples. However, when they really 
get separated from their spouses and have to swear an 
affidavit as to when they actually separated, the plot 
definitely thickens. 

I have seen men who call themselves “boarders” in 
the homes of their common-law spouses. This appar- 
ently allows both of them to collect government 
cheques. It is, however, impossible for the “boarder” 
to swear accurate affidavits or financial statements in 
any family litigation with his former spouse. 

Have I seen any prosecutions with respect to these 
welfare frauds? Not a one. 

In light of my experience with both cheaters and 
the truly needy, I followed with interest the recent 
challenge by a dozen welfare recipients who asked 
the Ontario Divisional Court to declare that the pro- 
vincial government acted unlawfully when it cut pay- 
ments to them by approximately 20 per cent last fall. 

The three judges dismissed their case. However, 
Madam Justice Marie Corbett, in a partial dissent, 
said that the exemption of the elderly and the perma- 
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Claims. 


nently disabled people from the cuts discriminated 
against other unemployable persons, namely the tem- 
porarily disabled and the disabled receiving GWAA 
(General Welfare Assistance Act) assistance and the 
sole-support parents of preschool-age children. 

I have encountered many able-bodied people col- 
lecting government disability payments. Unquestion- 
ably, some people are so severely disabled that they 
are unable to work at all and need society’s support. 
However, many people on government disability 
have minor medical conditions that do not prevent 
them from working. What prevents them from work- 
ing is the easy government cheque and the lack of 
jobs that would pay them more than a government 
cheque. 

I used to guffaw when 
Judy Rebick crusaded 
over a decade ago for 
mandatory incomes for 
housewives. 

“Who would pay for 
it?” I naively queried. 

I have now encoun- 
tered several married 
women who look like 
housewives. They act like 
housewives. They raise 
children and clean and 
cook. They cut lawns and 
shovel snow. In the old 
days, they would have 
been living in a one-in- 
come family. What 
makes these women dif- 
ferent than traditional 
housewives? They are col- 
lecting UIC, or CPP dis- 
ability, or God knows 
what other form of gov- 


ernment assistance. 

Who would pay for it, I used to ask? I pay for it. 
And you pay for it. And our children, through our 
huge deficit, will pay for it. We are the chumps. 

| remember a chap who appeared before a Legal 
Aid area committee a few years ago wanting taxpay- 
ers to foot the bill for his lawsuit. He had on gold jew- 
elry that would be the envy of my sons’ orthodontist. 
He and his wife were in their 40s, owned a lovely con- 
dominium, two new cars (even though they had no 
jobs to drive to) and were each collecting disability 
payments from the Canada Pension Plan. 

He looked to me like someone who could do a deep 
knee bend and sharp tummy twist to scoop up a $20 
bill that fell on the floor. He did not like answering our 
prying questions. He obviously had never had such a 
hard time getting public money before. Needless to 
say, he did not get anything out of us. It occurs to me 
that cutting his wife and him off would be a good first 
step in restructuring the Canada Pension Plan. 

My fellow practitioners tell similar stories. If the 
government truly wants to know about abuses in the 
system, my suggestion is to put together a group of 
lawyers with smallish practices - throw in a few bot- 
tles of wine, a few crackers and cheese - and let the 
tape roll. = 


Donna Ford practices law in Toronto and is a columnist for The Lawyers Weekly. 
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CANADA'S OLD AGE SECURITY PROGRAMS INTO THE TWENTY-FIRST | CENTURY 


Just what’s wrong with the CPP anyway? 


by Mitch Gray 


Most Canadians have a vague 
notion something has gone dra- 
matically wrong with the Canada 
Pension Plan (CPP). But few 
people are actually aware of just 


what, exactly, the problem is 
with the plan today and how it 
came to this state of crisis in the 
first place. 

The CPP started 30 years ago 
in 1966. It was designed to force 


What can be done to save Canada’s Old Age Security programs? 


Ripping off the system 


by Dean Smith 


In his 1993 Report, Denis 
Desautels, Canada’s Auditor 
General, noted serious deficien- 
cies in the CPP and OAS ac- 
count. According to his 
calculations, the federal govern- 
ment was losing between $120 
million and $220 million a year 
in overpayments through these 
programs. These losses were 
largely a result of paying bene- 
fits to individuals who were sim- 
ply not eligible to receive them 
or, if they were, by overpaying 
them. 

Two programs, in particular, 
are the biggest offenders: the 
disability payment which is paid 
through the Canada Pension 
Plan (CPP) and the Guaranteed 
Income Supplement (GIS) 
which falls under Old Age Secu- 
rity. Both of these programs are 
“supposed to” require constant 
monitoring by government offi- 
cials to make sure individuals 


still qualify for benefits. How- 
ever, the Auditor said the moni- 
toring of these programs “falls 
far short of meeting minimum 
accounting standards.” 


Disability payments 

A disability pension is paid to 
individuals with long-term and 
severe disabilities preventing 
them from having gainful em- 
ployment. In 1992, Desautels 
sounded the alarm, saying the 
government was not properly 
assessing whether or not indi- 
viduals were eligible for contin- 
ued benefits. At that time it was 
estimated that abuses of this pro- 
gram were costing CPP con- 
tributors nearly $65 million each 
year. 

The Auditor also cited a re- 
view conducted between 1989 
and 1991 of people receiving 
disability under CPP. In this re- 
port, the government decided to 
carefully review a few of the 
indiyiduals. who were claiming 


individuals and businesses to 
make contributions to a pension 
plan so workers would be as- 
sured of a reasonable income af- 
ter they retired. Workers would 
also be assured of an income if 
they could no longer work due to 
a disability, and families would 
receive payments from the plan 
if a family member died. 

It sounded like a great idea at 
the time - and it was, in theory. 
The results, however, have been 
anything but great. The chief ac- 
tuary of the plan, Bernard Dus- 
sault, estimates the unfunded 
liability of the CPP has grown to 
$556 billion at the end of 1995, 
and under the current schedule of 
contribution rates, will continue 
to grow by about $50 billion a 
year. 

That’s very bad news for tax- 
payers. The plan’s unfunded li- 
ability (the shortfall between the 
amount of money currently in 
the plan and the value of all the 
promises of payment) will even- 
tually be paid for by taxpayers. 
In other words, every single Ca- 
nadian, who already owes ap- 
proximately $19,775 on the 
national debt, will have to pick 


disability but were also receiv- 
ing income from other sources. 
This study of 4,600 individuals 
came up with some startling 
facts. While some of the people 
had been collecting disability 
for nearly 10 years, 80% of them 
had never been reviewed to de- 
termine if they were still eligible 
to collect benefits. The govern- 


Denis Desautels 


up an additional $19,010 to pay 
for this “CPP debt” — and these 
numbers are growing. 

How did we get to this point? 
The federal government has ac- 
knowledged at least four major 
breakdowns in the system over 
the last few years. 


Changing population trends 

As the Canadian population 
ages, there are fewer workers for 
every retired person. Since the 
CPP works on a pay-as-you-go 
basis, there is no investment ac- 
count from which benefits are 
drawn. Instead, this year’s bene- 
fits are financed from this year’s 
contributions. As the baby 


boomers retire they’!I be putting 
an enormous strain on a smaller 


ment eventually cancelled bene- 
fits for almost 10% of this group 
because they could no longer be 
considered disabled. 

Desautels did point out that 
the government has been doing 
a much better job of scrutinizing 
initial claims for disability and 
that the percentage of those in- 
itially denied benefits has 
climbed to 44% of claims. How- 
ever, individuals who have been 
denied are allowed to appeal the 
decision and these numbers 
climbed from 38% in 1989-90 to 
60% in 1992-93. If the govern- 
ment’s past record is any indica- 
tion, a majority of those making 
appeals will be accepted for dis- 
ability. 


GIS supplement 

GIS is paid to individuals re- 
ceiving Old Age Security pen- 
sion but who have little or no 
other income. Each year, seniors 
reapply for GIS and supposedly 
verify their income. ,The Audi- 


group of younger workers. If 
these younger workers were to 
continue to contribute at the 
same rate as the baby boomers 
have, the funds in the CPP would 
run out by about 2015. 


The growth of the plan 

When the CPP was put in 
place, economic growth was 
strong. Planners of the CPP 
thought this rapid growth would 
continue. It didn’t. Economic 
growth has slowed down consid- 
erably over the past few years, 
and along with it, increases in 
wages and salaries. As a result, 
contributions have outpaced ex- 
penditures. 


Continued next page 


tor estimates approximately $40 
million is paid out needlessly 
each year because the incomes 
claimed are not properly veri- 
fied. Desautels added the gov- 
ernment is “contemplating” 
verifying income data through 
income tax returns as a way of 
stopping this abuse. 

In addition to these two pro- 
grams, another $70 million is 
lost in payments under other 
programs administered by CPP 
and OAS. This includes, among 
other things, making payments 
to people who have already died. 


Though the government has 
tried to deal with these problems 
over the years, Desautels de- 
scribes their efforts as “minimal 
and largely ineffective.” With 
upwards of a quarter billion dol- 
lars in abuse, and these plans in 
severe financial shape, it would 
appear the government needs to 
consider a more vigorous scru- 


tiny of recipients.._ 
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“What's wrong” continued from pg 6 


Soaring costs 

In the midst of completely er- 
roneous estimates in population 
trends and economic growth, the 
government decided to enrich 
the CPP. It instituted full in- 
dexation (beefing up payments 
to keep pace with inflation), pay- 
ing survivor benefits to widow- 
ers and widows regardless of 
need and allowing them to keep 
the benefits after remarriage, in- 
creasing disability benefits, and 
a number of other extras. It’s 
estimated that benefit enrich- 
ments have boosted the contribu- 
tion rate by 2.4% of an 


individual’s income. 
Finally, according to the De- 


partment of Human Resources 
(HRD), the costs of disability 
benefits have been soaring de- 
spite the fact Canadians are 
healthier than they’ve ever been. 
What gives? Well, the criteria 
for getting a disability pension 
gradually became incredibly lax, 
with bureaucrats handing out 
taxpayers’ money because of a 
person’s financial status rather 
than any actual disability. At 
other times HRD “may have 
contributed to some inappropri- 
ate grants,” and has even contin- 
ued to grant pensions after 
claimants have recovered from 
their disabilities. It’s almost im- 
possible to estimate how many 
billions of taxpayers’ dollars 
have been spent in this fashion. 
Now the government says 
they’re really sorry that they 
completely missed the boat and 
cost Canadians billions in unnec- 
essary taxes, but they’re pre- 
pared to reform the CPP. 
Tinkering around the edges 
by reducing benefits, increasing 
contributions and re-evaluating 
population and growth estimates 


Fixing the CPP 


by Mitch Gra 


The federal and provincial 
governments have thoroughly 
mismanaged the Canada Pen- 
sion Plan (CPP). Now they plan 
to “fix” it. 

Their plan includes raising 
contribution rates to 12.2 % ofan 
individual’s income, extending 
the tax base on which CPP pre- 
miums are raised, reducing bene- 
fits, extending the entitlement 
age, de-indexing pensions so 
they no longer keep pace with 
inflation, eliminating the current 
death benefit, and tightening up 
eligibility requirements for dis- 
ability claims, to name just a few. 

Allowing governments to 
manage Canadians’ retirement 
plans was a mistake; allowing 
them to continue would be crimi- 
nal. What is needed is to end the 
CPP (while ensuring that all 
those who have contributed are 
paid what they’re owed) and to 
institute a Mandatory Retire- 
ment Savings Plan (MRSP). 

MRSPs would operate in a 
similar fashion as Registered Re- 
tirement Savings Plans (RRSPs), 
except they would not. be,volun- 


tary. The government would de- 
duct income at source (as it does 
with CPP contributions) and de- 
posit the money in a personal 
tax-deferred account. Individu- 
als would contribute a relatively 
low level of income (certainly 
less than 12.2%) to be withdrawn 
with interest at retirement. 


will not alter the basic problem 
of the CPP. There is no telling 
how far contribution rates (read: 
taxes) can go. Under the govern- 


MRSPs would avoid almost 
all of the problems of the CPP. 
Instead of accumulating massive 


liabilities, MRSPs would be 
fully funded. Each contributor 
would pay the full shot for his or 
her own benefits (lower income 
Canadians would be subsidized 
by Ottawa’s Seniors Benefit). 


MSPs would fix the system so both young and old would be able to receive 
retirement benefits. 


ment’s proposed reforms, rates 
will have to be raised again and 
again. The solution: — pull it 
down brick by brick and con- 


‘Soaring costs at CPP} 


CPP contributions 
& henefits, 1966-1994 


(in millions of $) 


MRSPs would also earn higher 
rates of return, making more 
money for retirees than the CPP 
architects ever dreamed of. 
Moreover, inept bureaucratic 
management of the CPP would 
be replaced by professional 
money managers whose careers 
would actually depend on mak- 
ing money for their investors. 
What a concept! 

Of course, the MRSP idea is 
not without difficulties. The gov- 
ernment couldn’t kill the CPP 
overnight. Those who have 
made contributions could not 
simply be abandoned. The fed- 
eral government has a legal and 
moral obligation to ensure its 
former CPP commitments are 
kept. 

So how could the transition 
from the CPP to an MRSP be 
accomplished? David Slater, 
former chairman of the Eco- 
nomic Council of Canada, sug- 
gests the unfunded liability of the 
CPP could be paid for out of a 
combination of reduced benefits, 
increased contributions, and 
general tax revenues. The C.D. 
Howe Institute has also proposed 


structa more stable, fully-funded 
structure. Only then will Canadi- 
ans be truly assured of financial 
security in their retirement = 


winding up the CPP by increas- 
ing contribution rates to 7.5%, 
scaling back benefits to 60% of 
all benefits accruing from 1998 
forward, and implementing a 
2.5% flat personal income tax to 
pay for all outstanding liabilities 
thereafter. 


Inevitably, taxpayers are go- 
ing to have to pay more for their 
pensions and receive less in re- 
turn. But how much should we 
be expected to pay? How about 
paying for the unfunded liability 
through a reduction in spending 
in other areas? Clearly, Canadi- 
ans value their pensions above 
almost everything else. Why not 
chop billions out of business 
subsidies, payments to special 
interest groups, and other waste- 
ful spending to pay for some- 
thing Canadians really want — a 
secure retirement? 


Instead of increasing taxes, 
whether through an increase in 
CPP contributions or a specia! 
tax to pay for the pension deficit, 
Ottawa should consider a transi- 
tion to MRSPs through a re-pri- 
oritization of spending. = 
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Make sure those receiving the benefits really need them. 


By Dean Smith 

Unlike CPP, Old Age Security is paid for 
entirely through tax revenues. Seniors are eligi- 
ble to collect an Old Age Security Pension 
(OASP), a Guaranteed Income Supplement 
(GIS) and Spouse’s Allowance (SA) and eligi- 
bility is based on the number of years one has 
lived in Canada. 

The OASP is taxable, and depending on in- 
come, seniors may have to repay some or all of 
this pension. The maximum available is $4,760, 
but the repayment of 15 cents on the dollar only 
kicks in on yearly incomes over $53,215 for 
single seniors. This means couples earning 
$100,000 a year or less are eligible for full 
OASP. In fact, single pensioners receive a par- 
tial OASP if their income is less than $85,000 a 
year, or $170,000 a year for a couple. 

Itis entirely possible that many of those earn- 
ing between $53,000 and $100,000 are some of 
the same people collecting benefits while living 
outside Canada. Ottawa allows people to leave 
the country and still receive benefits. They can 


collect the OASP aaa but GIS payments 
stop after six months. 

In 1979, only 24 individuals were paid these 
benefits while living outside Canada, costing 
taxpayers $90,477. However, by 1986 this had 
climbed to 13,945 recipients and $45.9 million, 
and in 1993, the numbers had more than tripled 
to 45,639 recipients at a total cost of $120.1 
million. 

The question is, should OAS be paid to 
people earning such a large amount of money? 
Now, it can be argued that if people paid taxes 
they should be able to reap these benefits, and 
certainly there is some validity to this point. 
However, the idea that our taxes pay for our 
benefits is a myth. For too long, Canadians have 
fallen far short of paying for their benefits and as 
a result we have an accumulated debt of about 
$578 billion at the federal level alone. 


Seniors Benefit in 2001 

The federal government has made a first step 
towards reforming the system in the 1996 
budget. Effective in 2001, the OAS and GIS will 
be replaced with the Seniors’ Benefit. Although 
it won’t change anything for seniors currently 
receiving benefits or those eligible for benefits 
over the next five years until the program is fully 
operational, there will be changes. The Seniors’ 
Benefit will be tax free, and will incorporate the 
OAS/GIS, age credit and pension income credit. 
The government has also reduced the limit of a 
senior’s other income before pension benefits 
are eliminated. 

Where previously a single senior could earn 
up to $85,000 before benefits were eliminated, 
the new threshold is $52,000. For couples with 
incomes above $78,000, the benefit will also be 
gone, compared with $170,000 under the old 
system. 

The numbers are still too high - ask any young 
couple struggling to raise a family with under 
$40,000 a year - but at least it shows the govern- 
ment recognizes there is a problem, however 
reluctant they are to make meaningful reform.— 


The growing unfunded 
liability in the Canadian Pension Plan 


Estimated projected liability 


in billions of dollars, by year 
Source: Office of the Superintendent 
of Financial Institutions Canada 


people in,’, 


The great Canadian scam? 


By Dean Smith 


This could go down as the 
biggest pyramid scam in Canadian 
history. Pyramid schemes are 
against the law in Canada and fall 
under Section 206 of the Criminal 
Code. _Inciden- 
tally, this is the 
same section that | 
covers all areas of | 
gambling. 

According to 
the Regina police 
service, a pyramid 
occurs when indi- 
viduals put a cer- 
tain amount of 
money into a pot 
with the hopes of 
getting a bigger re- 
turn because of 
the recruitment of 
others into the 
scheme. These 
new people con- } 
tribute, of course, iM 
under the delusion 
that yet more peo- 
ple will be conned 
into joining so they 
too will reap wind- 
fall profits. tie 

Eventually, 
they run out of people to keep the 
scheme going. At some point, 
someone has to lose, but it has 
nothing to do with random selec- 
tion and everything to do with 
when they entered the scheme. 

Sound familiar? It should, be- 
cause it’s a pretty accurate descrip- 
tion of the Canada Pension Plan 
(CPP). Pension plans in the private 
sector work on the premise that 
individuals receive a pension 
based on what they, and usually 
their employer, have contributed 
plus any investment returns on 
their money. 

Not the CPP. It operates on a 
pay-as-you-go basis. Today’s re- 
tirees will be paid by today’s con- 
tributors and tomorrow’s retirees 
will be paid by tomorrow’s con- 
tributors. 

When the plan was conceived, 
politicians were not content with 
just a pension plan; they sweet- 
ened the pot by throwing in dis- 
ability, death and survivors’ 
benefits. It seemed like everyone 
was going to be a winner. But 
that’s the deceitfulness of a pyra- 
mid scam; that’s how mney sucker 


see? 


But the time bomb has started 
ticking. The total number of indi- 
viduals receiving benefits under 
the six different programs offered 
by CPP climbed from 189,000 in 
1970 to 2.9 million people in 1993. 
With the baby 
boomers poised to 
cash in their win- 
nings, these num- 
bers will jump 
dramatically. 

In contrast, the 
number of people 
paying into the plan 
is starting to de- 
cline. Between 
1991 to 1993, the 
total number of 
contributors to CPP 
dropped from 9.63 
million to 9.39 mil- 
lion. People are 
j claiming their win- 
nings faster than 
| new players are be- 
ing added into the 
game. 

Perhaps most 
frightening are the 
statistics involving 
those 18 to 29 years 
of age who repre- 
sent the future hope of CPP. The 
numbers contributing to CPP in 
this age bracket have steadily 
dropped from 3.14 million in 1987 
to just 2.3 million in 1993. Jobs are 
disappearing as governments have 
gone to the tax trough in a desper- 
ate effort to avoid the collapse of 
such social programs as CPP. 

As in all pyramid scams, the 
people who got in early are the 
biggest winners. A study by Jean- 
Claude Menard of the Quebec 
Pension Plan, which is essentially 
a clone of CPP, shows that indi- 
viduals who were born before 
1920 are receiving a 700% return 
on the benefits they contributed. 
For those born in 1940, that return 
will drop to 260%, and by 1980 it 
will only be at 100%, Those born 
in the year 2000 will only receive 
80% of what they have paid into 
the plan. 

The mother of all pyramid 
scams is on the verge of collapse. 
What was initially called a pension 
plan has turned into a Las Vegas- 
type casino. Unfortunately, the 
odds of winning are directly re- 
lated to your age. The older you are 


, the better, your chances. a , , 
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CPP - Chile style 


by Robert Pauliszyn 


In 1924, Chile became the 
first country in the Western 
Hemisphere to initiate a govern- 
ment-sponsored social security 
program. 

But Chile’s pay-as-you-go 
system suffered from many of 
the same flaws as our own Can- 
ada Pension Plan (CPP), and by 
the late 1970’s, Chilean pension 
benefits began to outstrip contri- 
butions. 

Faced with a crumbling sys- 
tem, the Chilean government 
became the first in the world to 
replace its public system with a 
privately funded and adminis- 
tered plan. The new system, 
which went into effect on May 
1, 1981, is a true “defined con- 
tribution” pension plan with a 
mandatory contribution rate of 
10% of earnings. Their pension 
benefits will be based on total 

contributions plus te inter- 
est earnings. 

\nitially, participants in the 
old system were given the op- 
tion of switching to the new 


plan. After 1982, all new em- 
ployees were required to join the 
new plan and by 1992 between 
90% to 95% of all persons under 
the old system had shifted over. 

Contributions to the system 
are paid entirely by the em- 
ployee; there is no employer 
payroll tax. At the initiation of 
the program, however, all em- 
ployers were required to in- 
crease workers’ wages by 18% 
which equalled the increased 
cost of the new system to the 
worker but was less than the re- 
duced cost to the employer. 

Chilean pension funds are in- 
vested in security portfolios ad- 
ministered by private 
organizations known as admin- 
istrators of pension funds, or 
APFs. Twenty-one APFs, which 
compete with each other on the 
basis of investment returns and 
service, are closely regulated 
and must comply with govern- 
ment-mandated financial and 
investment requirements. 

To further ease the transition 
to the new system, the govern- 


ment issued recogni- 
tion bonds, which ef- 
fectively recognize 
the value of the obli- 
gation incurred by 
the government (the 
taxpayers) to those 
who had participated 
in the old system. 
The government 
bonds pay 4% an- 
nual interest and add 
to the accumulated 
contribution value of 
the APFs at the time 
of retirement. Inter- 
est is paid out of the 
government’s gen- 
eral revenue fund 
and is in no way sup- 
ported by the new 
pension system. 

Other benefits in- 
clude lower overall 
labour costs, higher 
net wages, increased national 
savings, greater retirement sys- 
tem equity, and a large infusion 
of capital into domestic finan- 
cial markets. 


Chile: Protecting the future - reforming public pensions 


In the final analysis, the Chil- 
ean plan must be viewed as a 
great step forward. Even the 
country’s trade unions, which 
initially denounced the plan, 


have changed their posi- 
tion: the leader of the na- 
tion’s textile workers’ 
union admitted that their 
original position was “a 
mistake”, and the private 
system is “very popular 
among workers.” 

It appears that Chile 
has sparked a privatiza- 
tion revolution in social 
security systems world- 
wide. Within the last two 
years, Peru, Argentina, 
and Colombia have all, 
to a greater or lesser ex- 
tent, privatized signifi- 
cant portions of their 
social security systems 
along the lines of the 
Chilean model. As well, 
Mexico has __ imple- 
mented a new, privatized 
system operating along- 
side the old, state-run 
model. When will Canada fol- 
low suit? = 
Robert Pauliszyn is a research associ- 
ate with the BC Branch of the Cana- 
dian Taxpayers Federation. 


Old Age Security reforms in other countries 


by Robert Pauliszyn 


When it comes to social security re- 
form, Canada is not the only country fac- 
ing challenges. 

Most other industrialized countries are 
also contending with social security sys- 
tems groaning under the weight of aging 
populations. 

In recent years a clear trend has 
emerged towards the reduction of basic 
social security benefits, cost-control, and 
greater reliance on private-sector retire- 
ment savings plans. Often governments 
have chosen to phase in these changes to 
lessen their immediate impact. In gen- 
eral, these developments have been ener- 
gized by growing fiscal pressures. The 
following is an overview of some reforms 
initiated by other countries: 


Australia: 

Prior to 1986 most of the workforce 
relied on publicly-funded social security 
for their retirement income. But effective 
that year, employers were required to ex- 
tend pension plan coverage to lower- 
level employees as a means of easing the 
anticipated burden on the public system. 
By 1992, all Australians were required to 
provide for their own retirement as op- 
posed to relying solely on social security. 
Mandatory employer pension plan cover- 
age was further extended and * ‘allocated 


pensions” (like super RRSPs) were per- 
mitted under new legislation. This new 
private system of retirement savings has 


France is 

pushing 

backthe | 
retirement | 
agefor | 
collecting | 
benefits 


become a significant source of invest- 
ment capital. 


France: 

In 1993, major reforms to their social 
security system were adopted. Retire- 
ment age will be pushed back by two- 
and-a-half years over a 10-year period. In 
1994, pension benefits are calculated on 
an average of the best 25 years of income. 
Previously, benefits were based on the 
best 10 years. 


Germany: 

Reforms introduced in 1989 linked 
public pensions to increases in average 
after-tax rather than pre-tax incomes. 
Other changes included a gradual har- 
monization of the earliest retirement age 
for men and women and reduced benefits 
for those choosing early retirement. 


Older employees can now draw a partial - 


pension while continuing to work part- 
time. While the German system is one of 
the most generous statutory programs in 
the world, the importance of supplemen- 
tary private plans has increased signifi- 
cantly since the reforms. 
Haly: 

In 1992, the Italian government en- 
acted reforms of which the most notable 
features were a long-term reduction in 


ara ve 
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with little or no effect on those near re- 
tirement. The reduction will be effected 
through a gradual change in the calcula- 
tion of pension benefits from an average 
of the last five years to a career average. 
There will also be a gradual increase in 
the age at which pensions will become 
payable. A 15% compulsory social secu- 
rity contribution was introduced for indi- 
viduals other than employees and 
professionals already subject to compul- 
sory contributions. These reforms will 
likely put pressure on private sector plans 
to increase their benefits. 


The Social Security Act Amendments 
of 1983 made a number of changes, in- 
cluding a scheduled increase in the re- 
tirement age from 65 to 67, which will be 
phased in between the years 2000 and 
2022. 


Japan: 

On April |, 1993, the Japanese gov- 
ernment eliminated the special 1.173% 
corporate tax on qualified pension plans 
to enhance private pension plans for em- 
ployees. With one of the most rapidly 
aging populations in the industrialized 
world, Japan has undertaken reforms to 


gradually increase the retirement age. m 
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~ Old Age Security (OAS) 


Benefits are funded entirely from 
general tax revenues,and are indexed 
to inflation, and payments are in- 

. creased four times a year. There are 
three different types of benefits. 


Old Age Security Pension 
(OASP) is paid to anyone over the age 
of 65. Depending on their income, part 
or all of this benefit may be taxed back. 
Itis paid to individuals who have lived 
a minimum of 20 years in Canada. 
Rates are based on how long you have 
lived in the country. Maximum 
monthly benefit - $395.55 


Guaranteed Income Supple- 
ment is paid to Canadians who re- 
ceive full or partial OASP with little or 
no outside income. The rates are 
based on other income & marital 


Payouts under Canada’s Seniors’ programs 


status. It can begin immediately with 
the OASP but must be applied for each 
year. It is not subject to income tax. 
Maximum monthly benefit - $470.07 


The Spouse's Allowance is paid 
to widowed persons or couples living 
off one pension. The benefit is income 
tested but is not taxable. It's paid to 
individuals between the ages of 60 & 
64. It automatically stops once OASP 
kicks in. Maximum monthly benefit - 
$774.71 


Canada Pension Plan 


The Canada Pension Pian & the 
Quebec Pension Plan (C\QPP) are 
contribution-based programs which 
protect individuals from loss of income 
due to disability, death & retirement. 
Benefits are taxable & cover most em- 
ployees & sabeaagans Labeae be- 


tween the ages of 18 & 70 who earn 
over a minimum level of income. Both 
individuals & employers each contrib- 
ute 2.8% (1996 rate) of the employee's 
earnings above a basic exemption up 
to a maximum insurable amount. 


Retirement Pension is paid to in- 
dividuals who have made at least one 
valid contribution to the C\QPP. The 
monthly pension payable to a person 
age 65 is equal to 25% of a contribu- 
tor’s average monthly pensionable 
earnings in the contributory period. 
You can receive a reduced retirement 
pension after your 60th birthday. 
Maximum monthly benefit - $727.08 


Disability Pension is paid to indi- 
viduals who have a severe or pro- 
longed physical or mental disability. 
They must have contributed either a 
minimum of five of the last ten calendar 


eae ye Secur 
1927 


years or two of the last three in the 
contributory period. It provides a 
monthly flat rate not based on contri- 
butions. Monthly benefit - $870.92 


Child Benefits are paid to children 
of a disability pension recipient under 
the age of 18 or between 18-25 if 
attending school full-time. The child’s 
monthly benefit is a flat-rate amount 
unrelated to a parent's past earnings. 
Monthly benefit - $164.17 


Surviving Spouse’s Pension is 
paid to a spouse (or person who has 
lived in a marital relationship) of a de- 
ceased contributor. To qualify, the de- 
ceased person must have contributed 
to C\QPP at least one third of the cal- 
endar years in his or her contributory 
period & must be over the age of 45. 
This pension is equal to 60% of the 
benefits the deceased contributor 


The development of Canatla’ $ Old Age Security an and ( Canada Pension Plan programs — 


Canada Pension Plan 


Old Age Pensions Act of 1927 - introduced as a means-tested program. Since pensions were 
considered to be under the jurisdiction of the provinces, the federal government provided grants to the 
| provinces if they initiated a pension program for those in need. The federal government paid 50% of the 
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would have received at age 65. Maximum 
monthly benefit - $436.25 


Orphan's Benefits are paid to the 
child of a deceased contributor who is un- 
der 18 or between the ages of 18-25 if 
attending school full-time. Children may 
receive up to two disabled contributor 
benefits and/or orphan's benefits, if par- 
ents are either deceased or disabled and 
if both parents made contributions. 
Monthly benefit - $164.17. 


Death benefit is paid to the estate of 
the deceased contributor if contributions to 
C\QPP were made for the minimum quali- 
fying period (see Surviving Spouse’s Pen- 
sion). This benefit is a lump-sum payment 
equal to six times the monthly retirement 
pension of the deceased contributor or 
10% of the Year’s Maximum Pensionable 
Earnings, whichever is less. Maximum 
one-time silage Mitta 8 


ensions and later raised it to 75%. The maximum pension benefit was $20 a month. 

1936-37 _| Quebec and New Brunswick joi : : 

1927-49 _| The monthly benefits increased to $25 in 1943, $30 in 1947 and $40 in 1949. 

1951 | Old Age Assistance Act and Old Age Security Act - universal pensions were paid without a means test 

|to certain Canadian residents aged 70+. 
SS 
| 1965 Revised Old Age Security Act (OAS) - Eligibility would be gradually lowered to age 65. 

1966 Guaranteed Income Supplement (GIS) introduced to Old Age Security Act. Canada Pension Plan Act came into effect on January 1 & was compulsory for all paid workers and self; 3.6% | 
employed individuals. It provided retirement, survivor, disability and death benefits. Employers and | i 
employees were required to pay for this program and equally split the contribution rate which was set at | | 
3.6%. Quebec set up its own program which paralleled CPP. { 

1968 Indexing of public pension programs to cost of living. fai | 

Introduction of full annual cost-of-living indexation (increases were tied to rate of inflation). 
Inflation increases to be calculated four times a year. ea 

1975 Spouse’s Pension Allowance (SPA) introduced to Old Age Security Act - Act provides income | 

assistance to persons in need, aged 60-64 and married and living with Old Age Security recipients. | 
Benefits extended to widows and widowers aged 60-64. 4 _| 

1977 Payment of partial pensions based on years of residence in Canada. | : 

1985 Extension of SPA to all low-income widows and widowers aged 60 to 64. = 

1987 Allowed flexible retirement benefits payable as early as age 60; increased disability pension; and | 
continuation of survivors’ benefits if spouse remarries. 
Rate increase 3.8% 

1988 Rate increase 4.0% 

ede aa Calpe | 42% 

OAS/GIS/SPA - OAS no longer “universal.” While all individuals over 65 years qualify, not all may Rate increase 44% 
receive the same benefit amount. A special "claw-back" tax was imposed on these pensions. Under it, 
recipients are subject to a 15% tax on net income exceeding a threshold ($53,215 in 1993). Full | 
ayment of OAS benefits occurs at a net income level of approximately $83,800. | 
| 1991 ze Rate increase Rees 46% | 

1992 New | 25-year schedule for employer-employee contribution rates; children’s benefits increased: 

made for individuals denied disability benefits because of late application. a: ed 

LU 992 = a Rate increase a: L 4.8% 4 
1993 “f ae ____| Rate increase $e | 5.0% 4 
- i { 

1994 qer-oxe Z fips a | Rate increase _ s Eas | 5.2% _| 

| 1995 ee Sa Rate increase _ a x 5.4% | 
1996 __| Announced plans for the Senior's Benefit which will replace the current oid Age Security programin | Rate increase 5.6% | 
2001. It wil be tax- 7 si incorporate the sada age oem and persion in income aaa { ! 
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Special interest groups - Riding the gravy train 


By V. Joy Schmit 


There are over 130,000 charitable and | gocymenting a 


non-profit organizations in Canada, and | many cases. despite being the recipients 


it is estimated they are responsible for a 
$120-billion-a-year industry - $49 billion 
of which comes from various levels of 


scrutiny or accountability,” 


he charges. 
Bryden put together a 57-page report 
troubled industry. In 


| of government largesse and claiming 


large constituencies, these organizations 


do not have the support of their 
government. | constituencies, and have become 
Despite the fact many dependent on | 
of these groups fill a “If an organization has government financing 
legitimate place in broad grass roots to further their causes 
Canadian society, a support why does it not For example. 
sone Has emerged rely on that support Wildlife Habitat 
which shows a definite : : Canada only raised 
need ‘for a major financially? Why does it $9,601 in_, private 
overhaul in how not appeal to the donations in 1993-94, | 
government funds and peoplewhoshare its yet federal = and 
oversees them, ideals to give a dime or provincial governments 


especially the so-called 
special interest groups. 

Liberal MP John 
Bryden is _ targetting 
these groups in an effort to bring some 
accountability to this sector. 
special interest groups are totally or 


almost totally dependent on government | 


funding, and use government money to 
lobby the government for more money. 
Taxpayers’ money is often used by the 
senior staff to pay themselves generous 
salaries. Government grants are 


distributed year after year with no 


hy: 
support them? 


For many special interest groups, 
government funding simply means 
survival. The Canadian 
Ethnocultural Council (CEC) is an 
umbrella organization made up of 
many other non-profit, umbrella | 
organizations. 


It claims to represent multiple 
thousands of multicultural 
Canadians through its 38 member 
organizations. Yet, with that massive | 


is almost entirely dependent on the 
govemment for financial auppert. | 


Despite its 38 ‘member 
pecans CEC only receives 


a dollar?” John Bryden, MP - 
Hamilton Wentworth 


gave it $2.7 million in 


grants. 
The National 
Association of 


| Canadians of Origins in India (NACOD) 
“Most 


claims to represent over 750,000 
Canadians of this heritage, yet according 
to its annual report, it could raise no more 
than $4,881 in memberships, donations 


| and other revenue. However, over the 


past 10 years, it received $860,400 from 
the government. 

The Smoking and Health Action 
Foundation didn’t receive any financial 
support from its members in 1992-93 but 
received $415,000 in federal and 
provincial grants. The bulk of that - 
$400,821 - was paid out in salaries and 
benefits to its eight-member staff. 

What about political donations? Many 


| Canadians will be stunned to hear that the 
| Chamber of Commerce in Quebec City 
| gave a $650.000 mansion with $150,000 


worth of furnishings to Jacques Parizeau 
when he was premier of Quebec. The 
money for this gift was claimed as a 
100% business expense deduction 

In a similar vein, the Canadian Labour 
Congress (CLC), the largest union in 
Canada, has received more than $41 


| million over the past 10 years from the 


| federal 


constituency to draw upon, the CEC | 


Why? | 


for “labour 
the CLC donated 


government 
education.” In 1993, 


Arts groups 

are some 

of the 

big 

winners 

in 

special interest 
subsidies. 


$1.5 million to the New Democratic 
Party, money which was matched dollar 
for dollar by the federal government. In 
effect, taxpayers gave the NDP $3 
million that year. 

“It’s an incredible distortion of the 
political composition of the country to 
have a major political party funded by the 
government,” Bryden says. 

The financial affairs of these 
organizations have been devoid of public 
scrutiny for too long. The confidentiality 
provisions of the Income Tax Act and 
Access to Information and Privacy Act 


| prevent the public from examining the 


spending of non-profit organizations. In 
addition, the Income Tax Act requires 


that charities use at least 80% of donated | 
revenue on their charitable activities but 


| has no rules regarding grants. 


In 1990, a senior assistant secretary of 


| the Treasury Board stated, “When you 
| provide money as a grant, 
| specifically saying that you think their 
| organization, be it a business, a volunteer 


you are 


group, or whatever has some noble 
purpose... you say that Parliament and the 
government are prepared to see that 


i | money go for their purposes but that you 
s ' do not care, within the realm of their 


Liberal MP John Bryden wants to limit 
taxpayer funding of the thousands of special 
Interest groups in Canada. 


| purposes, how that money will be spent.” 


Bryden introduced two Private 


| Members Bills in the House of Commons 
' to try to curb this spending. Bill C-224 
; would 


require all charitable and 
non-profit organizations in receipt of 


so that the general public would have 
access to Revenue Canada’s audits of 
charities and non-profit organizations. 

“Organizations with tax-free status are 
indirectly funded by the taxpayer. and the 
public has a right to know whether an 
audit has found them well or poorly 
managed,” Bryden says. 

He also called for an amendment to the 
Lobbyists Registration Act to end 
government funding for special interest 
advocacy organizations. It would make it 
against the law for lobby groups to use 
government funding to lobby 
governments, and for any other group 
(not defined as a lobby group) to use over 
10% of money received from government 
to lobby government 

Unfortunately, of 


the House 


| Commons prorogued, and the bills died. 


public money to declare the remuneration | 


of their directors and senior officers. Bill 
C-294 would amend the Income Tax Act 


Still, Bryden’s work received widespread 
support from members of all political 
parties, and generated debaie on the role 
of special interest groups i Canadian 
society 

Obviously there are many groups 
falling under the umbrella of “special 
interest groups” that function effectively. 
The Canadian Taxpayers Federation, for 
example, is a certified non-profit 
organization. However, it is funded 
entirely by memberships and free will 
donations, and is completely free of any 
government funding. The CTF’s position 
is that any group which represents a 
legitimate constituency should be able to 
depend on its members for support 
making government funding 
unnecessary. @ 
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Should Indians he taxed? 


By Dean Smith 

A recent land claim settle- 
ment in British Columbia has 
dragged the issue of Indian 
taxation off the back burner 
and onto the kitchen table. 

The deal gave the Nisga’a 
tribe “ownership of, and self- 
government over, 1,900 square 
kilometres of land in the Nass 
River Valley.” Along with this 
it will receive $190 million in 
cash. In the process, the 
Nisga’a have given up tax ex- 
emption. The sales tax exemp- 
tion will be phased out over 
eight years and the income tax 
exemption over 12 years. 

Traditionally, many Canadi- 
ans have been under the im- 
pression that Indian tax 
exemption was entrenched in 
treaties signed around the turn 
of the century. If this was the 
case, however, could the fed- 
eral government just negotiate 
it away? 

Most Canadians are re- 
quired by law to pay taxes. 
Consequently, a tax exemption 
is essentially a government sub- 
sidy since those lost revenues 
must be made up elsewhere. 
The Indians’ exemption in- 
volves a significant amount of 
money, since there are over 
593,000 registered Indians in 
Canada. In addition, over $6.3 
billion was spent by Ottawa 
last year to fund its various abo- 
riginal programs. This doesn’t 
include any provincial spend- 
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 areaty 8, which was signed 
in 1899 by the Wood Cree and 
Chipewayn tribes and covers 
the northern portions of Al- 
berta, Saskatchewan, and 
B.C., is the one often cited as 
giving the exemption. How- 
ever, the treaty itself, which 
sets aside 128 acres of reserve 
land for each Indian, makes no 
mention of a tax exemption. 

Nevertheless, Indians point 
to a separate report written by 
Clifford Sifton on the treaty’s 
preliminary negotiations. 
Sifton, who worked for the De- 
partment of Indian Affairs, 
wrote, “Many were impressed 
with the notion that the treaty 
would lead to taxation and en- 
forced military service....We as- 
sured them that the treaty 
would not lead to any forced in- 
terference with their mode of 
life. that it did not open the 
way to the imposition of any 
tax, and that there was no fear 
of enforced military service. 
We showed them that, whether 
the treaty was made or not, 
they were subject to the law, 
bound to obey it and liable for 
punishment for any infringe- 
ments of it.” 

Some maintain that Sifton 
was telling the Indians they 
would not be taxed. However, 
it can also be argued he 
seemed to be saying the trea- 
ties had nothing to do with 
taxation, and were primarily an 


issue of land. Whether the Indi- 
ans signed the treaty or not, 
they were still subject to the 
laws of the land, which unfortu- 
nately includes paying taxes. 
The negotiations for Treaty 
1, which covers a large area of 
southern Manitoba, seems to 
confirm that taxes weren’t on 
the negotiating table. In 1871, 
a reporter for The Manitoban 
wrote that the Indians were 
making “new and extravagant” 
demands. Chief Wa-sus-koo- 
koon asked that clothing be 


‘provided twice a year for the 


children, a new, furnished 
house for each settled Indian 
family, a plough and cattle, 
etc., gifts of buggies for the 
chief and councillors, hunting 
equipment for the braves, do- 
mestic materials for the 
women, and exemption from 
taxation for Indians on the re- 
serve. The commissioner re- 
plied, “I am proud of being an 
Englishman. But if Indians are 
going to be dealt with in this 
way, | will take my coat off 
and change places with the 
speaker, for it would be far bet- 
ter to be an Indian.” The author 
noted that everyone, including 
the'Chief and the Indians with 
him, broke out into a roar of 
laughter. ' . 

The bottom line is that none 
of the historical treaties men- 
tioned anything about tax ex- 
emptions, which suggests it 
was a non-negotiable item. 


The indian tax 
exemption is 
provided under 
the Indian Act 
and since it’s 
only a statute 
this law can be 
changed at any 
time as it was 
for the Nisga’a 
tribes 


Even if you grant the possibil- 
ity that it was discussed in the 
preliminary negotiations of 
Treaty 8, then it would only ap- 
ply to Treaty 8 Indians as each 
treaty was different. Some, for 
example, set aside 128 acres 
for each Indian, others only 
gave 32 acres and these differ- 
ences are still in effect today. 
But putting historical argu- 

ments aside, there is a legal ba- 
sis for tax exemption. It is 
found in Section 87 of the In- 
dian Act. However, it is a stat- 
ute; therefore Ottawa can 
change the law at any time. 
The section reads: 

“87 (1) Notwithstanding any other Act 
_of Parliament or any Act. of. the 

legislature of a province, but subject to 

section 83, the following property is 

exempt from taxation, namely, 

a) the interest of an indian or a band in 

reserve lands or surrendered lands; and 


b) the personal property of an Indian or 
a band situated on a reserve. 


(2) No Indian or band is subject to 

taxation in respect of the ownership, 

occupation, possession or.use of any 

property mentioned in paragraph (1) (a) 

or (b) or is otherwise subject to taxation 

in respect of any such property. 

Property, here, includes fi- 
nancial assets which “when 
situated on a reserve can’t be 
taxed.” However, it can be ar- 
gued that, like the treaties, the 
Act was never intended to ex- 
empt “individual” Indians from 
taxation; it was intended to pro- 
tect the reserve lands from 
creditors and other govern- 
ments who might try to erode 
the Indian land base through 
law suits and taxes. 
In fact, the Supreme Court 

stated in the case of Williams 
v. R. 1992, that this section 
was never intended to “confer 
a general economic benefit 
upon the Indians.” Because the 
courts have chosen to interpret 


| this provision in its broadest 


sense, this is exactly what hap- 
pened. 
To be eligible for any tax ex- 


' | emption, an individual must be 


| None of the official historical treaties signed between the federal government and Indian tribes make any mention 


cee 
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and present a “status card.” 


income tax exemptions 
Registered Indians are ex- 
empt from paying both federal 
and provincial income taxes de- 
pending on how “connected” 
their income is to the reserve. 
For example: 
* A registered Indian living 
off the reserve is 100% tax ex- 
empt provided over 90% of his 
duties are performed on a re- 
serve. For lower percentages 
the tax exemption is prorated. 
* A registered Indian living 
on the reserve working for an 
employer on the reserve will 
normally have all income ex- 
empt from taxes even if the em- 
ployee works off the reserve. 
* If the employer or regis- 
tered Indian is resident on the 
reserve and over 50% of the 
work is performed on the re- 
serve then all the income is tax 
exempt. 
* If the employer is resident 
on the reserve and the em- 
ployer is an Indian Band or a 
Tribal Council representing a 
number of bands, an employee 
working and living off the re- 
serve is 100% tax-free since he 
or she is working in the interest 
of Indians located on reserves. 
Revenue Canada adds, “It 
should be noted that, when ap- 
plying all these connecting fac- 
tors, there may be unusual or 
exceptional circumstances 
where: (i) the income may not 
be taxable even though it does 
not fall within one of the guide- 
lines.” 


Sales tax exemption 

As well, the federal govern- 
ment has exempted registered 
Indians from paying the GST 
under certain conditions. To be 
exempt, they must show their 
status card and the goods must 
be consumed on the reserve. 
Since Indian property is only 


Continued on next page 


, Ron Irwin, Federal Minister of indian 
| Affairs & Northern Development. 
1. “A Serene Atmosphere"? Treaty | Revisted, by D. J. Hall, The Canadian Journal of Native Studies, 1V:2, 1984. 
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| defined under the Indian Act 
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protected from taxation when 
“situated on a reserve”, if they 
purchase and take possession 
of goods off the reserve they 
have to pay the GST. How- 
ever, if they buy the goods off 
the reserve and have the ven- 
dor (or an agent of the vendor, 
i.e. Post Office) deliver the 
items to the reserve, Indians 
are considered to have taken 
possession while “situated” on 
the reserve and are therefore 
tax exempt. Ottawa does allow 
Indians in certain northern ar- 
eas to take possession of their 
goods off the reserve and still 
receive the GST exemption. In- 
dians living off the reserve are 
required to pay the tax. 

Six provinces follow 
Ottawa’s lead in terms of their 
provincial sales taxes (PST): 
B.C., Quebec, Manitoba, New- 
foundland, Nova Scotia and 
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One of the original chiefs negotiat- 
Ing on behalf of the Indian tribes, 


New Brunswick. 

In Saskatchewan, registered 
Indians don’t have to pay the 
PST whether they live on or 
off the reserve. According to a 
former Indian Affairs official, 
one reason for this is because it 
was Called the Education and 
Health Tax, and since the fed- 
eral government was paying 
for their education and health 
at the time it was instituted, 
this wasn’t applicable. In real- 
ity, PST revenues are thrown 
into the government’s general 
coffers and any notion of it be- 
ing specifically designated has 
long since been forgotten. 
Ironically, Saskatchewan does 
charge its PST on telecommu- 
nications services for Indians 
living off the reserve. 

In Ontario and PEI, regis- 
tered Indians purchasing goods 
off the reserve and “purport- 
ing” to take them back to the 
reserve, can buy these items 
tax exempt. A retailer must col- 
lect the tax if the item is deliv- 
ered to an off-reserve location. 
Interestingly, PEI will not ap- 
ply this exemption to pur- 
chases made by registered 
Indians from other provinces. 

One area of concern in- 
volves the collection of taxes 
on the reserve. Since the Indian 
Act only exempts registered In- 
dians from paying taxes, non- 
Indians buying goods on the 
reserve must pay the sales 


ga 
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taxes. However, some bands in 
Saskatchewan have decided 
not to collect the PST and GST 
from non-natives shopping on 
the reserve. They have appar- 
ently instituted a non-native 
sales tax and use the revenues 
to fund band projects. 

A Finance official from the 
Maritimes said he couldn’t re- 
member the reserve store ever 
turning in taxes though some 
sales were no doubt to non-In- 
dians. But since it only in- 
volved a convenience store, he 
added, “I don’t think we’ll go 
broke losing a few dollars on 
snack foods." Tell that to 7-11. 


Excise tax exemptions: 

The federal government 
doesn’t exempt Indians from 
paying excise taxes on alcohol, 
tobacco and gasoline even if 
purchased on the reserve. They 
are indirect taxes and are con- 
sidered taxes on the wholesaler 
which are usually passed on to 
the consumer through higher 
prices. The tax is considered to 
have attached itself to the 
goods before they become situ- 
ated on the reserve. 

The same rules, however, 
don’t apply to the provinces. 
Even though they apply similar 
indirect taxes at the wholesale 
level, the Canadian Constitu- 
tion doesn’t allow provinces to 
tax indirectly. So the provincial 
governments refer to them as 
direct taxes which they are just 
collecting further up the chain. 
Because of this you would ex- 
pect the provinces to apply 
their sales tax rules. But, in 
most instances, Indians must 
pay the tax off the reserve with- 
out any exceptions. 

However, a number of prov- 
inces do supply tax-free to- 
bacco and gasoline to the 
reserves for resale. Alberta, 
B.C., Nova Scotia, and Ontario 
are in this group. A variety of 
methods are used to control the 
situation. The most common in- 
volves supplying a quota of tax- 
free products based on average 
provincial consumption. 

In Saskatchewan, most Indi- 
ans must pay the province’s hid- 
den taxes on cigarettes and 
gasoline whether they live on 
or off the reserve. But recently, 
two bands have entered into a 
pilot project with the province 
to purchase tax-exempt ciga- 


| rettes from the wholesaler for 


resale on the reserves. 
Manitoba imposes its to- 
bacco taxes on retailers selling 
on the reserve. The province 
then returns the taxes to the 
bands minus a 1% handling fee. 
Gasoline, though, can be pur- 
chased on the reserve tax free. 
P.E.I., Newfoundland, and 


Has the Indian 
Act done little 
more than 
create two 
classes of 
Indians - the 
ones that pay 
taxes and the 
ones that 
don't? 


New Brunswick are in various 


| stages of negotiation to allow 


tax-free tobacco and gasoline 
to be sold on their reserves. 

In Quebec, the taxes are in- 
cluded in the price when sold 
on the reserve, but the band - 
and in rare instances individual 


Indians - can apply for a rebate. 


Is the exemption fair? 

Since the Nisga’a an- 
nouncement, a number of In- 
dian leaders have protested, 
saying such taxes would se- 
verely impact the poor. In 
some instances this may be 
true, but this exemption, as it’s 
currently written, has created 
two levels of poverty in Can- 
ada. We have registered Indi- 
ans who are tax-exempt and 
the rest who are not. Inciden- 
tally, this latter group includes 
Metis who may have more In- 
dian blood in them than some 
registered Indians. Despite 
their heritage, they have to pay 
taxes. Is this fair? 

As well, individuals on so- 
cial assistance don’t have to 
pay income taxes, and the GST 
is rebated. Presumably, the pro- 
vincial governments have taken 
the PST into account in setting 
their welfare rates. And many 
people find it hard to sympa- 
thize with anyone paying taxes 
on cigarette and alcohol. 

Secondly, we’ve seen an as- 
sortment of arrangements with 
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Since none of the final historical treaties mention tax exemption, It ap- 
pears It wasn’t a negotiable item as far as the federal representatives 
were concerned. Above: Treaty Party Officials. 
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little or no consistency across 
federal and provincial jurisdic- 
tions. 

We now have a group of In- 
dians in B.C. who according to 
their modern treaty will be pay- 
ing taxes, while other Indians 
who have no mention of tax ex- 
emption in their historical trea- 
ties, do not. This is in contrast 
with another modern treaty, the 
James Bay Agreement in 
Northern Quebec which was 
signed in the 70s. Apparently, 
it included the tax exemption 
provided under the Indian Act. 
Why would the tax exemption 
need to be written into this 
treaty, if it had already been 
guaranteed under previous trea- 
ties? 

We now have Indians work- 
ing off the reserve who are 
forced to pay income taxes, 
while others are not. 

In the case of sales taxes, 
the Indian Act has defined a 
truly tax-exempt Indian as one 
who is not only registered but 
also lives on the reserve. Over 
41% of the registered Indians 
now live off the reserves. 

Indians in Saskatchewan, 
Ontario and PEI have more 
rights than those in other prov- 
inces, Ottawa has given North- 
ern Indians a broader tax 
exemption than those in the 
south. 

The issue of Indian taxation 
has done little more than create 
two classes of Indians — the 
ones who pay taxes and the 
ones who don’t. In the process, 
it has created a tremendous 
level of animosity. Most Cana- 
dians are not opposed to Indi- 
ans receiving what was 
promised to them under treaty, 
but more and more are ques- 
tioning exactly what was 
pledged, and want to ensure 
these exemptions have some 
basis in fact. = 


ARITISH COLUMBIA |! 


ECTION - 14 


Government should get out of the business of business 


By Troy Lanigan 

The British Columbia Branch 
of the Canadian Taxpayers Fed- 
eration (CTF) has released a po- 
sition paper calling on the 
provincial government to elimi- 
nate $145 million in assistance 
programs for business and intro- 
duce legislation that would pro- 
hibit government from 
providing grants, investments 
and loans to the for-profit com- 
mercial sector. 

Business assistance programs 
come in many different forms: 
direct grants, loans, and loan 
guarantees are the most obvious. 
But there are also many indirect 
forms of support such as subsi- 
dizing technical research, mar- 

‘keting assistance and various 
other free services. Incentives 
provided through the tax system 
are a related but separate issue. 

There are two main problems 
with government assistance pro- 
grams for business. The first is 
one of priorities. How can we 
justify, in a time of high taxes 
and necessary government cut- 
backs, spending tax dollars to 
subsidize the for-profit commer- 
cial sector? The second problem 
is that incentive programs sim- 
ply don’t work. Federal govern- 
ment bailouts, joint ventures, 
and regional development agen- 
cies have all cost taxpayers bil- 
lions. 

Alberta and Saskatchewan 
have dabbled in the business 
subsidy game with disastrous re- 
sults. In Alberta, for example, 
taxpayers have forked over a 
staggering $2.3 billion for failed 
government business ventures 
since 1980. To prevent this from 
happening again, Premier Klein 
has introduced legislation pro- 
hibiting government involve- 
ment in future private sector 
ventures. 

Although B.C. taxpayers 
have not had to suffer total losses 
equal to Alberta, there have been 
boondoggles all the same. One 
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big example is the Vancouver 
Island Pipeline which has cost 
taxpayers $560-million since the 
project’s launch in 1989 — 
$360-million for construction 
costs and another $200-million 
to subsidize the sale of gas at a 
discounted price on the Island. 
The Federation’s position paper 
outlines 50 write-offs through 
orders-in-council totaling $82.5 
million for the period of 1992- 
93. Unfortunately, these past 
boondoggles represent only the 
tip of the iceberg. 

In its recent publication Over- 
view of Government Assistance 
Programs, the Canada/British 
Columbia Business Service 
Centre lists 108 different gov- 
ernment assistance programs 
available to businesses in British 
Columbia. Of these programs, 
47 are managed by the province 
with the remainder managed by 
the federal government. While 
the CTF did not classify all 47 
programs listed for the province 
as business subsidies, the list 
does provide a basis on which to 
begin researching how much 
taxpayers in British Columbia 
contribute to business assistance 
programs each year. In all, the 
CTF details and recommends a 
$145-million reduction in pro- 
vincial government spending 
across four ministries and the 
Premier’s office in addition to 
emptying two funds for a one- 
time saving of $33.3 million. 

Despite past failures, lists re- 
ceived by the Federation reveal 
an alarming number of profitable 
B.C. companies receiving grants 


tax dollars 
being sent 
up the creek 


through business 


subsidies 


and loans. Placer Dome, for ex- 


ample, earned a net profit of 
$105 million in 1994, yet the 
government provided them a 
Technology B.C. grant of $6,700 
and an Explore B.C. mining 
grant of $40,157. Similarly, 
MacMillan Bloedel, with a 1994 
net profit of $180 million, re- 
ceived two Technology B.C. 
grants of $18,467 and $145,130 
respectively. 


Ontario-based | Newbridge 


Networks Corporation had a net 
profit of $188 million in 1995. 
The provincial government put 
up $10 million from the Indus- 
trial Incentive Fund against fu- 
ture royalties to encourage the 
company to locate a research and 
development facility in the lower 
mainland. 

Furthermore, the governmen- 
t’s contributions to these indus- 
tries are so small it begs the 
question why government is in- 


be eliminated. = 


volved at all. The $22 million in 
mining grants and contributions, 
for example, accounts for less 
than 1% of a $3.1-billion indus- 
try. Similarly, $1.3 million in 
grants to wineries and $26-mil- 
lion for science and high tech 
represent 0.8% and 1.4% of 
these industries respectively. Fi- 
nally, where government has a 
direct stake in a business or in- 
dustry, its role as a regulator is 
compromised, and as such, it 
places itself in direct conflict of 
interest. 

Losses for these programs are 
beginning to mount. This year, 
the government has budgeted 
$4.3 million for “doubtful ac- 
counts and concessionary 
loans.” Before announcing its 
closure earlier this year, B.C. 
Trade Development Corporation 
had written off $3.9 million in 
bad loans over the last two years 
— a 29% default rate. Informa- 
tion contained in the 1995 Public 
Accounts reveal $178 million 
outstanding in loans and ad- 
vances made under programs ex- 
amined in the CTF’s paper. 


One of the great ironies of 
business assistance programs is 
that while government offers in- 
centives with the one hand, they 
take with the other hand. Busi- 
nesses in British Columbia are 
taxed and regulated to the hilt. 


Government should not be 
picking winners and losers, or 
seducing businesses into a wel- 
fare mentality that reasons “we 
want our fair share too”. Put 
everyone on a level playing field 
with across-the-board reduc- 
tions in taxes that will facilitate 
more profits, more expansion 
and ultimately more jobs. = 


Troy Lanigan is the Executive Director of 
the B.C. branch of the Canadian Taxpay- 
ers Federation. He Is based in Victoria. 


Government of B.C. grants, contributions & write-offs 


The following lists highlight B.C. government grants, contributions and write-offs to businesses and non-profit organizations. These lists, along with 
several others, and analysis are included in the CTF-BC’s recent paper which is available by contacting the CTF office in Victoria 1-800-699-2282 


Quality Wine & Grape Development Program, 
1994/95 - (Grants to wineries) 


DO Wille MOUURO . o.ja.6'5 seiokcdd on dnb doe $44,550 
Cedar Creek Estate Winery .................. 174,065 
Divino Estate Winery ...............0e eee eee 20,198 
Domaine de Chaberton Estates Lid.............. 17,687 
Gehringer Brothers Estate Winery ............. 244,716 
Hainle Vineyards Estate Winery Lid. ............ 27,501 
LOCOMIGVINGVAGS cr hier ec eke coe evs 186,961 
Major Wineries of BC..................0 eee 165,490 
Sumac Ridge Estate Winery Lid............... 293,916 
Summerhill Vineyards ................0ee eee 132,440 
RRM EE sok Grae wi an ab vas cae o's $1,307,524 
Explore BC Program, 1994/95 (Mining grants) 
Braddick Resources Ltd. ..............0e000: $21,896 
Conlon Copper Corp. ............-eseeeeeeeee 9,528 
Aquaterre Mineral Development................ 77,117 
CE ne rs 16,500 
Goldstream Mining Corp............--.-02000- 96,740 
CORON ike catia Arve, v's + 0 0)a s’a-v So Wine soe 46,017 
Redfern Resources Lid.............0.ceeeeaee 86,819 
North American Metals Corp..............+05: 103,335 
Ecstall Mining Corporation .................0005 3,392 
Getty Copper Corporation ..............eeeeees 9,605 
PISCGFUOMOING occ’... x - Sentai eee 40,157 
CusacIndusties Lich... . ...-. (ss. adele: 102,000 
Gibraltar Mines Ltd... 2.2... 0... cece eee eee 139,940 
Westmin Resources Limited...............0.5. 60,500 
Sivileg Mines Ltd Gan < ... coe stk eek 143,700 
Big Valley Resources Inc...............0.0 eens 36,268 
Bethlehem Resources Corporation.............. 41,256 
Westmin Resources Limited................... 54,714 
American Bullion Minerals Ltd.................. 77,564 
Oliver Gold Corporation ..............:eeeeeee 33,789 
Newhawk Gold Mines Ltd..................00. 80,089 
Quinsam Coal Corporation...............0eeee 39,018 
Tenajon Resources Corp............0eeeee ees 132,639 
Cominco Lid. c2223. 3%.. 22045 cei aiess 105,390 
International Taurus Resources Inc............. 102,615 
Hera Resources inc... ...5..ccceisn tee cot ees 57,742 
Aucumo Resources Ltd..............0ceeeeeeee 5,031 
Pacific Vangold Mines Ltd .................00. 81,408 
Claimstaker Resources Ltd.................00- 15,604 
PO ih a iain Cd sinus soeecak abso Scandals 5,022 
Phelps Dodge Corp. of Canada Ltd.............. 76,918 
Lysander Gold Corporation .................-. 29,066 
EHH XOMATON Lithisw sins dieistatcie'nce:h cone Seca bate 28,237 
I MUNN LIE 5 wos ce vo weelet awa ceeds 14,809 
ROTI Li. ks oo a aceiv ce Peabe vibe el 75,894 
Kingfisher Marble Ltd................0eeeeeee 33,252 
Granane Opal nC... =... os... ane cs ees s 56 24,572 
Atna Resources Lid...............cceceeeeees 74,006 
Firesteel Resources Inc.............0eeeeeeae 25,460 
Placer Dome Canada Ltd. ................0005 40,157 
New Canamin Resources Ltd.................. 80,701 
Pioneer Metals Corporation ................... 25,511 
Canmark International Resources Inc............ 12,621 
Equity Engineering Ltd. ....................008 2,478 
Prime Resources Group Inc. .............2.00. 76,424 
Swannell Minerals Corporation................. 58,637 
Canim Lake Gold Corp. .............2c0eeeeee 10,296 
Camnor Resources Ltd...............0ceceeee 76,687 
International Skyline Gold Corp................. 76,209 
Quai iere micas aig cect ae tear une ae 15,424 
North American Metals Corp................20- 77,721 
ON Ae icivuy scales ties uevae ed $2,760,475 


$1.3 million in grants to B.C. wineries 


Loans written off by Cabinet order 1992-95 


Jan. 
Mar. 
Mar. 
May 
July 
Nov. 
Nov. 


Jan. 
Jan. 
Jan. 
April 
May 
May 
May 
May 
Aug. 
Aug. 


Sept. 
~ Sept. 


Sept. 


Feb. 
Feb. 
Feb. 
Feb. 


1995 
1995 
1995 
1995 
1995 
1995 
1995 


1993 
1993 
1993 
1993 


William McInnes ......-... $291,089 
Erhard & Mary Schlote ........ 38,987 
Doliva Systems Inc............ 2,250 
HCD Health Care DiaperLtd...... 78,091 
Norpine Manufacturing Ltd... .... 55,000 
Shearwater MarineLtd......... 74,802 
North Coast Hovercraft Ltd 

North Coast Air Services Lid. 

Belliveau Air Services Ltd. 

North Coast Freight Forwarders Ltd. 

John Norman Anderson....... 258,779 
Quatsino Seafarms Ltd... ...... 39,658 
Envirocon PacificLtd.......... 88,464 
Sir Richard Seafoods Inc... ..... 9,737 
Landucci Industries Ltd. ..... 348,034 
Cassiar Mining Corporation. . 28,852,681 
Quartz Bay Sea Farms Ltd... .... 15,397 
Moli EnergyLtd.......... 45,246,095 
Nissi Technologies Inc. ...... 1,752,275 
Clive Graham Morley ........... 835 


Pitt Meadows Shake & Shingle Co. Ltd 93,832 
Regent Sea Foods inc. ........ 6,500 
Sun Tags Ltd. & Manning Press .. 308,044 
Northwest Concrete Products Ltd. ...... 
Ultra SealGlassLtd. .. 2.2... 848,744 


Marvel ProductsLtd. ......... 51,931 
Little Mountain Sound Studios Ltd. . 133,170 
Rondo SeafarmsLtd.......... 85,000 
Sechelt Salmon Farms Ltd....... 80,000 


Feb. 1993 Howes ManufacturingLid. ...... 41,550 
Feb. 1993 Williams Resources Co. Ltd 

Wedeene River Contracting Co. Ltd. 251,243 
March 1993 Kanish AquafarmsLtd. ........ 39,000 
July 1993 ShergarEnterprises.......... 46,959 
July 1993 Eddy’s Contracting Lid. 

Corporeal Hereditaments Ltd... . . 136,787 
Aug. 1993 AjaTanEnterprisesLtd. ....... 54,982 
Sept. 1993 BlackwaterRanch......... 1,229,834 
Sept. 1993 Vernon Pop-lceLtd........... 13,418 
Sept. 1993 Queen Charlotted Truck Parts Ltd. . . 49,386 
Oct. 1993 New Venture Enterprises Ltd... . . 552,392 
April 1992 RistolSeafarmLtd........... 43,100 
April 1992 Skookumchuck Salmon Farms Ltd. . . 85,000 
April 1992 Fromberg HoldingsLid......... 88,150 
April 1992 Troll MarineFarmsLtd......... 85,000 
April 1992 King Henry's Fine Meats Inc. .... . 15,860 
May 1992 SaltenSalmonFarmLtd........ 55,728 
May 1992 Salmo-PacificSalmoninc. ..... . 82,499 
May 1992 Can Do Marine (1983)Ltd....... 8,346 
July. 1992 CanaxIndustriesLtd......... 129,328 
June 1992 Nor-LiteSeafarmsLtd. ........ 50,000 
June 1992 Brisco Wood Preservers Ltd. ... . 405,233 
June 1992 North Valley HoldingsLtd. ...... 7,672 
June 1992 Mt. Arrowsmith SkiClub ....... 80,671 
Oct. 1992 Sea Silver MarifarmsInc........ 30,000 
Dec. 1992 Little Mountain Sound Studios Ltd. . . 90,184 
Dec. 1992 Anderson Creek 

Salmon Hatchery Co. Ltd... ..... 15,350 
RE SRM en, 5 Senet $82,447,067 
Selected Summaries: 
Cassiar Mining Corporation 


On August 2, 1988, the provincial government lent 
Cassier Mining Corporation $20 million in addition to 
“statutory disbursements” of $2.6 million. By 1994, 
interest expense totalled $9.1 million for a total of $31.7 
million outstanding. The government recovered $2.9 
million and extinguished $28.8 million in a May 25, 1994 
order-in-council. 


Landucci Industries Ltd. 

In 1985, the provincial government provided Lan- 
ducci Industries Ltd. with a $200,000 low interest loan to 
assist in relocating its value-added lumber manufacturing 
plant to Surrey. In 1986, the government lent Landucci a 
further $5 million in two loans to assist with the plant’s 
expansion. 

Major cost over-runs and severe cash-flow problems 
threatened completion of the expansion and the com- 
pany’s future viability. In 1988, the government ac- 
cepted a compromise settlement of $4.5 million for the 
$5 million it had lent the company two years earlier. On 
April 14, 1994, an order-in-council wrote off a further 
$348,000, which represents the outstanding principle and 
interest of the original loan in 1985. 


Moli Energy Ltd. 

On April 30, 1990, the provincial government lent 
Moli Energy Ltd. money to construct a new battery 
manufacturing facility. The company experienced prob- 
lems in research, production and marketing which re- 
sulted in substantial losses. 

On May 11, 1994, an order-in-council extinguished a 
debt totalling $45.3 million which is comprised of loan 
balances of $27.3 million plus interest of $23 million less 
$5 million in repayments. = 


by James Forrest 

Budget 96, presented Febru- 
ary 22nd by Alberta Treasurer 
Jim Dinning, is the first balanced 
budget in a decade based on rea- 
sonable, rather than optimistic, 
revenue estimates. 


It also fulfills the requirement 
ofa balanced budget for 1996-97 
as outlined in the Deficit Elimi- 
nation Act (DEA), the law tax- 
payers fought to have 
implemented. 


Program spending will con- 
_tinue to fall in 1996-97, although 
the $135-million reduction pales 
in comparison to the overall re- 
duction of $3,335 million be- 
tween 1992-93 and 1996-97. In 
fact, spending on health care, 
education and social services 


Alberta 


Revenues: 
Personal IT 
Corporate IT 
Resource 

Federal Govt. 
Investment Income 
Other Revenues** 
Cushions 

Total 

Expenses: 
Health 

Education 
Advanced Ed. 
Social Services 
Other 

Total Program 
Debt Service 
Total 


Net Decrease (Increase) in 
Capital Assets*** 


Surplus (Deficit 

Minimum Debt Payment 
Reinvestment $ 

{Net Debt (start of year) 

| (Surplus)/Deficit 

\Minimum Net Debt Payment 
Targeted Debt Payment from cu 
Net Debt 

Pension Liabilities 

Gross Debt***** 2 


will increase by $72 million 
while $207 million will be cut 
from lower priority programs. 
The budget states that the gov- 
ernment is committed to ongoing 
efforts to cut costs and find effi- 
ciencies. 


Debt servicing costs are lower 
too. Better than anticipated inter- 
est and exchange rates have 
eased the cost of borrowing. Two 
years of windfall revenues, 
amounting to $1.5 billion in sur- 
pluses, have also slashed the size 
of debt. By law (DEA) any year- 
end surplus must be applied to 
debt retirement. 


Revenues have been healthy 
for two years (see chart), but sev- 
eral factors will affect them in the 
near future. The government has 


Alberta’s 1996-97 Budget Review 


Three years of cost cutting efforts and windfall revenues accelerate debt reduction and set stage for tax cuts. 


taken this volatility into account, 
reflecting the fact that only pro- 
gram spending can be be control- 
led; the government has little 
influence over debt costs and 
revenues. Federal government 
transfers have dropped substan- 
tially, and will continue to as 
Ottawa sorts out its devastating 
finances. The transfer of invest- 
ment income from the Heritage 
Fund will fall gradually over the 
next decade as the Fund is re- 
stored to its original status as a 
savings account for the future 
when non-renewable resource 
revenues shrink. Finally, in case 
the politicians forget 1986, the 
DEA requires that “cushions” be 
subtracted from estimates for re- 
source and corporate income tax 


budget figures 1996-97 


1993-4 1995-96 
Forecast 

2,877 3,180 
854 1,100 
2,817 643 
2,021 1,714 
1,260 1,081 
4,686 4,558 
14,515 14,276 
4,039 3,668 
2,971 2,707 
1,288 1,090 
1,598 1,368 
4,753 3,579 
14,649 12,412 
1,460 1,492 
16,109 13,904 
210 201 
1,384 573 
7,054 

1,384 

8,313°"" | 

5,066 

26,807 | 26,8 


* Assumes 1996-97 cushion is realized. **Includes other taxes, premiums, fees and licences, Net profits from commercial operations, and other revenue. 
*™'Converts capital to pay-as-you-go basis (reverses amortization charges, and adds in actual total cash expenditures, on capital from departmental ac- . 
counts) ***"Includes a reduction in net debt as a result of an accounting policy change (PIT and EPF revenues recognized on accrual rather than cash 
basis). *****Gross debt number no longer includes debt issued by the Alberta Municipal Financing Corporation ($4.6 billion in 1996-97, down from $4.8 bil- 
lion in 1992-93). The change does not affect net debt since the same amount has been taken out of the Province's assets. AMFC borrows on behalf of Al- 


4 Year 1998-99 
Change* Target 
495 3,563 
463 1,209 
463 2,809 
1,010 1,022 
42 980 
326 4,748 

53 
695 13,794 
470 3,627 
179 2,755 
200 1,099 
328 1,339 
2,158 3,235 
3,335 12,055 
169 1,305 
3,166 13,360 
92 

3,438 526 
100 

3 426 
6,159 
— (100) (100) 

_ 1250) __(250 

6A 7 5,809 

= -. 6,603 
28154 | 28,776 


berta's municipalities at the Province's better credit rating, and the loans to the local govemments were previously listed as assets as well as liabilities. 


revenues to budget for projec- 
tions not materializing. 

If they do materialize, the re- 
sulting surplus must go to the 
debt (DEA). Thus, cash for “re- 
investment” can’t come from 
these potential surpluses, but in- 
stead comes from the savings 
generated from lower debt serv- 
icing costs, future program 
spending reductions, and poten- 
tial higher revenues from other 
sources. 

Albertans should take pride 


in the Province’s balanced 
budget. But recall that Alberta’s 
government spending was the 
highest per person in Canada in 
1992-93, and that other prov- 
inces are only starting to cut. 

Instead of relaxing, Alber- 
tans must keep pressing for ra- 
tionalization and lowering of 
government spending, debt re- 
duction, and tax cuts. Personal 
tax relief is now possible, and 
taxpayers deserve to choose how 
to re-invest their money. 


In 1996-97, 73% of program spending will go to health, education & social 


services compared to only 68% In 1992-93, 


The “KLEIN REVOLUTION” or the 


taxpayers’ agenda? 


by James Forrest 


Premier Klein has won acco- 
lades from across Canada and 
throughout the world for the dra- 
matic changes made by his gov- 
ernment since 1993. Dubbed the 
“Klein Revolution,” Alberta’s 
transformation from a massive 
$3.4 billion deficit to two multi- 


million dollar surpluses has been 


accomplished by cutting spend- 
ing and restructuring govern- 
ment. But the Premier himself 
admits that the credit should go 


to taxpayers. 


The following is a partial list 


of key reforms taxpayers have 


demanded and either fully or 
partially received since 1993. 


The first four items were the in- 


itial goals of the ATA when it 
was established in 1991. 


1. MLA Pay, Perks, Pensions: 


mw Between 1991-93, the ATA 


publicized research on, the lu-, 


crative MLA pension plan 
(“Golden Handshake Re- 
ports”) and collected 30,000 
petitions calling for its reform. 
In April, 1993, the MLA pen- 
sion plan was abolished for 
MLAs first elected in 1989 or 
thereafter, and double-dipping 
was disallowed. 

w Exposed abuse of the Tempo- 
rary Residence Allowance; eli- 
gibility rules were tightened up 
in 1992. 

w Providing information on 
MLA remuneration to the pub- 
lic has pressured the govern- 
ment to take a 5% wage 
rollback, and has aroused sup- 
port for the elimination of the 
Tax-free Expense Allowance 
and the MLA Re-establishment 
Allowance. 


2. Freedom of Information 
Legislation 
w Advocated the need for access 


Continued on next page 


Alherta’s “re-investment” options questionnaire 


Tax cuts, faster debt reduction, more spending, or all three? 


Those are the options in the Alberta 
government’s questionnaire, “Straight 
Talk, Clear Choices.” The pamphlet, 
mailed to households on March 4th, de- 
tails the Province’s improved fiscal posi- 
tion and contains a survey asking for 
Albertans’ advice. 

The budget projects a surplus of $573 
million for the 1995-96 fiscal year, the 
second straight surplus (1994-95 surplus 
was $958 million) after nine years of defi- 
cits. Between 1985-86 and 1993-94, Al- 
berta governments overspent by $20 
billion, making Alberta’s total liabilities 
close to $33 billion. Contemplating more 
spending because of two years and $1.5 
billion in surpluses - while still owing 
twenty times that amount - is certainly not 
fair to future Albertans. 

And it’s not wise. Alberta’s deficit- 
busting efforts have been boosted sub- 
stantially by soaring revenues from the 
agriculture and energy sectors. Our fiscal 


history is littered with similar revenue 
spikes - followed by deficits. This time 
let’s save during good times rather than 
foolishly jacking-up spending. 
Moreover, there are still low-priority 
areas, including administration, where 
spending can be reduced, freeing-up dol- 
lars for higher-priority areas. Some claim 
expenditure reductions have been cata- 
strophic, yet money is stil] available for 
“economic development” initiatives, arts 
and multiculturalism grants, and raises for 
the public sector. And while the maii-out 
shows 1996-97 spending down an impres- 
sive 21% over 1992-933 it omits that 1992- 
93 spending was grossed up by items like 
business venture write-offs, and that 
1996-97 cuts include things like the termi- 
nation of the infrastructure program and 
the private utilities income tax rebate. 
The Klein government has accom- 
plished a great deal, but more can be done 
to shrink costs or re-allocate resources. 


It’s not necessary to loosen the purse 
strings. 

“Straight Talk, Clear Choices” is also 
less than honest about tax cuts: “If we 
choose to reduce taxes, it reduces govern- 
ment’s revenues not just for one year, but 
for every year.” Hogwash; tax cut calcu- 
lations fail to include the stimulative ef- 
fect they would have on the economy. 
Lower tax burdens could even generate 
higher revenues: consumers would have 
more to spend, businesses would be able 
to expand, and investment would be at- 
tracted to Alberta, all of which would 
create more jobs and more taxpayers. 

Finally, it’s clear the government is 
satisfied with its debt retirement plan. Al- 
bertans shouldn’t be: two payments ahead 
of schedule are already paying dividends, 
for today’s and tomorrow’s Albertans, in 
lower interest costs. We simply can’t be 
aggressive enough in getting rid of debt. 

It’s disconcerting that the question- 


naire doesn’t permit Albertans to say 
“yes” to tax cuts and more aggressive debt 
reduction, and “no” to more spending. It’s 
the path to take. = 


Klein revolution continued 


to information legislation in Alberta, 
and collected 20,000 signatures in 
1991. Successfully recommended im- 
provements to the original bill intro- 
duced in fall, 1993. The Alberta 
Freedom of Information and Protection 
of Privacy Act was passed in April, 
1995. 


3. Business subsidies, loans, 

guarantees: 

w Promoted an end to the practice of risk- 
ing tax dollars on private business ven- 
tures by documenting losses and by 
arguing that taxes should not be used to 
give advantages to competitors. Fol- 
lowing the Swan Hills Waste Treatment 
$483 million fiasco in July, 1995, the 
ATA called for legislation outlawing 
such loans and guarantees. In April, 
1996, a biil was introduced which will 
curtail politicians from granting loans 
and guarantees and force legislative 
review of all programs permitting the 
practice by 1999. 


4. Deticit elimination and Balanced 

Budget/Taxpayer Protection Legislation: 

wf Introduced and broadcast the concept 
of legislation limiting politicians’ abil- 
ity to tax, spend and borrow in 199]-92 
by demonstrating that fiscally-irre- 
sponsible politicians had thrust Alber- 
tans into the disastrous “debt clock” 
cycle of deficits and increasing taxes 
because of overspending. The Deficit 
Elimination Act (balanced budget law) 
was introduced in May, 1993; Alberta’s 


Taxpayer Protection Act (no provincial | ; 
sales tax without voter approval) was ||“ 


elimination through spending cuts 
rather than tax hikes by displaying 
wasteful, misdirected spending and ex- 
plaining taxes kill jobs and economic 
progress. Over 80% of voters chose 
candidates who promised to tackle the 
deficit by reducing spending. Budget 
‘96 is the first balanced budget since 
1985-86 using conservative revenue es- 
timates, following two years surpluses, 
accomplished mainly on the expendi- 
ture side. 


ATA advocates restructure of 
government 
The ATA has also been advocating a 
significant restructuring of government 
and its role. Examples are: 
# Focus tax dollars on core, priority 
services. — 73% of 1996-97 program 


spending goes to health, education, so- 
cial services, while in 1992-93 it was 
only 68%. 

@ Exit from functions which the taxpay- 
ing private sector can provide. — Re- 
tail liquor sales, registries and payroll 
functions have been privatized, invest- 
ments and crown corporations have 
been sold, highway maintenance has 
been contracted out. 

@ Reduce public sector remuneration 
since it consumed over 40% of pro- 
gram spending, and since a premium 
was enjoyed over comparable jobs in 
the private sector. — Public sector 
wages, salaries and benefits were 
down 5% in 1994. 

@ Change incentives within the public 
sector, rewarding efficient and effec- 


AY Oe 


tive service delivery. — Productivity 
Plus program, implemented in No- 
vember 1995, pays bonuses for cost- 
saving initiatives. 

@ Introduce competition to the public 
sector, in order to motivate optimum 
performance. — Charter schools will 
improve the public system; post-sec- 
ondary institutions’ funding is tied to 
the students each attracts. 


@ Ensure accountability of government 
— Three-year business plans and 
measurement reports required annu- 
ally, financial updates, required quar- 
terly, and substantial accounting 
changes have all given taxpayers more 
timely and complete information upon 
which to evaluate the government. 


Finally, the ATA has given taxpayers 
a louder voice than the special interests 
who demand spending benefiting a few at 
the expense of all taxpayers. According to 
the Globe and Mail, the ATA is “arguably 
the province’s most successful lobby” 
(January 3, 1996), and “is a prominent 
player in Alberta politics. Unlike most 
interest groups, which Mr. Klein makes a 
policy of ignoring, the association has had 
the ear of the Premier since 1993” (July 
29, 1995). 


Alberta Taxpayers 
Association 


#410 - 9707 - 110 St., Capital Place 
Building, Edmonton, Alberta TSK 2 L9 


Phone: 403-448-0159 
Fax: 403-482-1744 


enacted in May, 1995. |, Ata 1993 news conference, CTF Board Member Bob Matheson measures taxpayer support 


w Garnered broad public support before for reforming the MLAs’ pension plan. Over 30,000 Albertans signed thelr names callingon =| 
_the Klein government to change the pension plan. 


the 1993 provincial election for deficit 


Provincial Director 
James Forrest 


by Moira Wright ae 

Leading by example has been a basic 
principle of leadership since the begin- 
ning of time. But modern-day politicians 
tend to forget it from time to time. Or even 
more distastefully, some think they can 
cheat and pull the wool over the public’s 
eyes. 

The McDowell Report. which dealt 
with the benefits awarded to Members of 
the Legislative Assembly, was published 
about a year ago. 

As a resuli of various additions and 
adjustments, the compensation package 
for MLAs had become complex and dif- 
ficult for the public to comprehend. In 


addition to the basic salary of $38,546,- 


MLAs received an annual tax-free ex- 
pense allowance as well as per-diem al- 
lowances for attending legislative 
sessions and caucus meetings. 

The Report added up all the benefits 
that Saskatchewan MLAs were taking 
home, and reported that they were paid 


Crown Life: Why govern 


By Dr. Mark Lee 


of financing business. 


between $62,470 and $69,480 per year. 
The report noted that “public opinion 

was that per diems were inappropriate 

since attendance at sessions and meet- 


ings should be considered part of the . 


job.” 

McDowell suggested that the current 
system be replaced with a simpler, fairer 
payment system. In exchange for fewer 
fringe benefits, MLAs would receive a 
higher base salary of $55,000. An annual 
cost-of-living adjustment was also rec- 
ommended giving MLAs a 2% raise 
every year. The new system was sched- 
uled to take effect this past January, with 
the end result being virtually the same 
benefit to MLAs. 

It all seemed so legitimate. at least 
until the politicians got involved. MLAs 
decided to postpone the change until July. 
Under this arrangement, they are set to 
cash in on full per diems and expense 
allowances through the current legisla- 
tive session. On July 1, the new higher 


A 


base salary will kick in. 

Under this arrangement, MLAs have 
given themselves a bonus of up to 15% 
this year. This could amount to between 
$4,000 and $4,500 each. 

‘Leaders’ who intend to cash in on this 
undeserved windfall demonstrate a con- 
tempt for the taxpayer, who is burdened 
with massive taxation and reduced serv- 
ices. Taxpayers expect their MLAs to 
lead by example. Sadly, in this case, some 
have refused to even follow by example. 

PC MLAs have given a commitment 
to repay any increase, and Liberal MLAs 
have said that they would seriously con- 
sider doing likewise. 

NDP MLAs have said that they intend 
to cash in, protesting that the amount 
involved is nothing but a little “bump.” If 
that is the case, then why not commit to 
returning any “bump” bonus? No one is 
asking them to take home anything less 
than they agreed to a year ago when they 
committed to implement changes in Janu- 


Case Stud 


apparent 


that 


the Province | 


If the market conditions were 


ary, as suggested by McDowell. 


We commend any MLA who refuses 
to take a bonus in these times of fiscal 
restraint. It is high time for the leaders of 
this province to join with taxpayers in 
making do with a little less, and not 
awarding themselves an extra helping 
from taxpayers’ pockets. 


Some ‘leaders’, including the Premier 
himself, have tried to hide behind the 
trough and shamefully deny that they’re 
taking a bonus. But the official numbers 
from the Clerk of the Legislature say 
differently. These numbers show that, un- 
der the McDowell system, MLAs were 
supposed to end up with $49,282 in their 
pocket after taxes. An out-of-town MLA 
will instead take home $53,638 after 
taxes, a bonus of $4,356. 


This political meddling is a disgrace to 
the good intentions of the McDowell Re- 
port. MLAs who insist on pocketing this 
windfall should get out of the trough. = 


ments must stop financing business 


slower than expected due to 


For over two decades now 
governments at both the federal 


and provincial level have at- | 


tempted to diversify the econ- 
omy by providing loans and loan 
guarantees to businesses, or in 
some cases actually investing in 
the private sector. 


This strategy has failed mis- 
erably with literally billions of 
taxpayers’ dollars 
best placed at serious risk, as a 


result of these ill-advised forays | 


into the marketplace. The acqui- 
sition and relocation of Crown 
Life to Saskatchewan provides 


an interesting case study to ex- | 


plore why governments should 
not be invoived in’ the business 


lost, or at | 


| 
| 


| mouncement than 


History of the Crown Life deal 
In September, 1991, Haro Fi- 


would be on the hook for consid- 


| erably more than the $290 mil- 


lion. In fact, the Province had | 


nancial Corporation unveiled a | 


joint-venture between McCal- 


| lum Hill and Denro Holdings 


Lid., the owners of Haro, to pur- 
chase 42% of Crown Life. The 
deal was to be financed through 
a combined $290-million ioan 
and loan guarantee from the 
Province of Saskatchewan. In 
return. Haro would move Crown 
Life's head office from Toronto 


guaranteed loans of up to $355 | 


' million te cover the relocation 


to Regina, bringing with it about | 
1,000 jobs, of which about 700 | 


would be filled locally. 

No sooner had the dusi set- 
tled from this whirlwind an- 
it: Became 


expenses. 


At the time, it was expected 
that these financial arrange- 
ments would be temporary in 
nature, with the loan guarantees 
expiring in December, 1992. 
The loan and loan guarantees 
were anticipated to be erased as 
soon as Haro made a public- 


| 
| 


| 


unfavourable for a public-share 


| offering, it is probably due to the 


fact that the marketplace recog- 
nizes a big risk when it sees one. 


| Crown Life had net losses of 


share offering. However, the | 


share offering did not go ahead 


as planned because of what was | 


described at the time as “unfa- 
vourable market conditions.” 


i 


| earnings 


$154.2 million in 1991, $44 mil- 
lion in 1992, and $3 million in 
1993. 


Moreover, in October 1992 
Standard & Poors (S & P), the 
New York-based bond rating 
agency, lowered Crown Life’s 
credit rating from AA- to BBB. 
They based their revised rating 
on continued concerns about the 
company’s earnings and mort- 
gage exposures in Canada and 
the United States. Crown Life’s 
were -- recovering 


higher than expected death rates, 
and the number of cases of sick- 
ness and injuries. Of particular 
concern was Crown Life’s $3.3- 
billion mortgage portfolio, 
which was suffering due to a 
weak real estate market in North 
America, brought on by the re- 
cession. 


If this news was not bad 
enough, in 1992, Crown Life 
also received failing grades on 
four of eight tesis that rate the 
financial health of insurance 
companies. TRAC Insurance 
Services Ltd., which tested 80 
life insurers, indicated that 
Crown Life was one of five in- 
surers that failed four or more of 


the eight financial tests. Three of the four 
test results were only marginally below | 


acceptable levels. The fourth test - the 
default ratio on mortgages was of particu- 
lar concern. 

Typically, life insurance companies 
should have no more than 6% of their 
mortgages in arrears after all claims and 
liabilities are accounted for. 
Life’s default ratio at the time was 27%. 


TRAC requires a company to pass | 
seven out of the eight financial tests for | 


five straight years before it recommends 
that lenders and investors can proceed 
with confidence. In their 1995 Annual 
Report, Crown Life stated, “that they 
would be within the TRAC recom- 
mended ranges on seven of their eight 
ratio calculations.” 


Renegotiating the financial arrangements 

With the government loan guarantees 
expiring at the end of 1992, and no other 
real means of financing available to 
Crown Life, intense discussions between 
Haro and the province began. A deal was 


Crown | 


Moira Wright delivering an additional 28,000 coupons to Premier Romanow’s office calling 
on him to Introduce a Taxpayer Protection Act. in total, over 43,000 coupons have been 
_ ven to the government. 


announced in October, 1992, in which the 
Saskatchewan government agreed to 
lend Haro Financial Corporation up to 
| $275 million. Haro, in turn, used the 
funds to repay the previous loan. The 


| 
| | government now holds 94 percent of 


Haro’s stake in Crown Life as security 
The loan was for an initial five-year 
| term commencing on December 15, 
1992. with a maximum of four five-year 
renewal terms at the option of Haro. In 
other words, Haro could continue to re- 
new this loan, at their discretion, for up 
to 25 years. 
| The loan agreement provided for the 
| principal and interest to be paid on the 
basis of available cashflow, where any 
interest not paid would be added to the 
principal balance. The Government of 
| Saskatchewan's 1994-95 Summary of 


| Financial Statements indicate that no in- 
terest payments were made in 1994. In 
fact, it would appear that no interest pay - 
ments have been made at all. As of De- 
cember 31, 1994, Haro owed the 
| government $38.8 million in interest pay - 
| ments. 
| 
| 
| 
| 


| Haro increases its stake in Crown Life 
In February, 1995, Crown Life 
amended its share capital provision, and 
Haro converted all of its 1,250,000 pre- 
| ferred shares for 2,227,381 common 
, shares. This represents a 64.5% owner- 
| ship of Crown Life, up significantly from 
its original 42% stake. If there was any 
| question about who controlled Crown 
| Life before then, this announcement re- 
affirmed that Haro is in the driver’s seat, 
with the taxpayers of Saskatchewan foot- 
ing the bill. 


$150 million cash infusion 
In March, 1995, the government of 
Saskatchewan agreed to lend an addi- 


CaN 


a oe ‘ ‘. 
Romanow coughs up more money. 


tional $150 million to Haro, raising its 
stake in Crown Life to over $420 million. 
The money will be used to buy convert- 
ible debentures (bonds) from Crown 
Life. The debentures will pay interest to 
Haro ata fluctuating rate, which will flow 
directly through Haro to Crown Invest- 
ment Corporation, a government holding 


verting the debentures into common 
shares at some point within 10 years, at 
an exchange rate of $65 per share. 

The question is why does Crown Life 
need more capital, especially since it 
made money in 1994 and 1995? The fact 
is that life insurance companies, like 
banks, are required by law to have suffi- 
cient amounts of cash, or investments 
available that can be easily converted into 
cash, to meet death benefits, health insur- 
ance expenses, and the like. 

Crown Life’s ratio of capital to liabili- 
ties, a key indicator of the strength of a 
company, was below the industry aver- 
age. Ithad a (capital-to-liabilities) ratio 
of 8.6% before the $150 million cash 
infusion from the government. After the 
capital injection, the ratio increased to 
about 13%, which is on -par with the 
industry average. 


Deep in the heart of Texas 
Crown Life’s rocky road toward fiscal 


independence took a new twist in 1995, | 


thanks to the courts in Texas. Back in the 
1980s, a man in Texas bought a “vanish- 
ing premium” policy worth a face amount 
of $5 million from Crown Life through 
an independent insurance broker. The 
policy supposedly had two components: 
a straight term-insurance policy and an 
interest-earning investment component. 
The interest from the investment compo- 
nent was supposed to cover the cost of the 
insurance, with the premium vanishing 
after five years. However, the premium 
that the insured thought would vanish 


after five years didn’t, so he sued Crown | 


Life and the agent who sold him the pol- 
icy, claiming the true cost of the insur- 
ance had been misrepresented. The jury 


|, agreed, and awarded damagessef $1:2..:,. 


million to the insured, and $7.5 million for 
the “mental anguish” suffered by the bro- 
ker who sold the policy. The jury also 
recommended legal expenses of 40% of 
the $8.7 million in damages, which could 
have brought the total bill to almost $13 
million. The court, however, has since 
ruled that the broker should get nothing. 
The ruling reduced Crown Life’s exposure 
to under $8 million. 

It was a significant victory for the com- 
pany, but Crown Life must still settle with 


| 25,000 vanishing-premium policy holders 
| inthe U.S. 


Enter the Government of Saskatchewan 
Because of the Government of Sas- 
katchewan’s financial interest in the com- 
pany, Crown Life tried to have itself 
declared an “instrument of a foreign gov- 
ernment”, which would have elevated the 
Texas case to the federal level, where the 
case would have been argued before a 
judge only; the logic being, judges tend to 
give lower settlements than juries. In or- 
der for Crown Life to qualify as an instru- 


| ment of a foreign government, Crown 
corporation. Haro has the option of con- | 


Investments Corporation converted a $68 
million debt owned by Haro into shares in 
the company. 

Crown Life’s application was denied 
because the case had progressed too far at 
the state level. However, the move should 
have implications for future litigation. 


Where does It stop? 

The question that is on the minds of 
taxpayers is “Where does it stop?” The 
Crown Life deal has all the appearances of 
being a bottomless pit. 

It is time to ensure that this type of 
investment does not happen again. The 
tax-paying public’s hard-earned tax dol- 
lars are too valuable to be put at risk and 
frittered away by politicians playing in- 
vestors. 

The deal was made by the previous 
Devine government, trying to buy an al- 
ready unwinnable 1991 provincial elec- 
tion, and Romanow’s government has 
inherited the problem. However, they 
have exposed taxpayers to even further 
losses. 

Politicians must get out of the business 
of financing business. The introduction of 
legislation which would outlaw any direct 
or indirect provincial financing of private 
enterprise, and override other legislation 
which enables the government to do so, is 
anecessary first step in protecting those of 
us who end up footing the bills for ill-ad- 
vised government business ventures. m 


Dr. Mark Lee is a research associate with the Sas- 
katchewan Taxpayers Association. 
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LIABILITIES 
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A new prince of pork 


On March 15, Manitoba’s Minister of 
Energy and Mines, Darren Praznik, 
announced the creation of the Petroleum 
Exploration Assistance Program 
(PEAP). Eligible oil exploration compa- 
nies will receive a subsidy of 20% of 
exploration costs, to a total expenditure 
of $1 million. 


ASSETS 


This new subsidy comes just two 
months after the announcement of the 
“Mineral Exploration Assistance Pro- 
gram” or MEAP. Under MEAP, eligible 
mining operations will receive a subsidy 
of 35% of exploration costs. The total 
MEAP expenditure for this year is $2.7 
million. 


After MEAP, but before PEAP. Pro- 


vincial officials assured Taxpayers Fed- 
eration representatives there was no need 
to reduce business subsidies in Manitoba 
since almost all provincial business sub- 
sidies were given out in loans, not grants. 
Yet, in less than two months, one of Man- 
itoba’s smallest ministries doled out 67 
grants. 


This system takes tax money from 


businesses that could instead be used to 
boost payrolls, and redistributes it to po- 
tential competitors. For sustainable job 
creation and long-term investment, we 
need to reduce taxes and create a com- 
petitive environment. The prospects of 
this occurring are dim if expenditures like 
PEAP and MEAP continue to pile up on 
the tax bill. 


Innovation where it’s rarely seen 


Forgotten among the CUPE rallies, the 
$54-million bungles, and 180-degree pol- 
icy changes was the good news in Win- 
nipeg’s city budget. Property taxes were 
frozen for the first time since 1972. The 
challenge for City Hall’s Executive Pol- 
icy Committee (EPC) will be to sustain 
the freeze. EPC members reached the 
elusive zero by breaching several em- 
ployee contracts to budget for 2% wage 
rollbacks in 1996 and 1997. 


The plan failed to garner enough sup- 
port. The Manitoba Labour Board called 
the rollback an unfair labour practice, and 
the Premier Gary Filmon refused to “do 
the City’s dirty work” by passing legisla- 


tion authorizing the rollback. So the City 
reversed the rollback on March 20, leav- 
ing itself $7 million in the red, but with 
the tax freeze intact. Councillors have 
until May to find the $7 million elsewhere 
in the budget. 

Meanwhile, the EPC deserves credit 
for its long-term approach in parts of the 
budget. Mowing, library shelving and 
handi-transit will be contracted out. The 
privatization of Winnipeg Hydro will be 
studied for possible implementation next 
year. Several deskbound jobs in the po- 
lice force will be “civilianized.” A non- 
profit society will manage the 
Assiniboine Zoo. All are steps in the 
right direction. Hopefully, Council will 
consider accelerating contracting-out and 


privatization of more City services in 
coming weeks. 


Credit where credit is rarely deserved 


A taxpayer thank you to the staff of 
the Fort Garry School Division. Al- 
though school taxes will rise by 2.82% in 
the Division, staff deserve credit for try- 
ing to hold the line. Unlike their compa- 
triots in divisions like River East, who 
announced a 4.8% school tax hike, Fort 
Garry staff voluntarily accepted a pro- 
posed wage freeze. 

This rare gesture of respect for over- 
taxed homeowners helped spare division 
ratepayers from a proposed tax increase 
of almost 10%. At press time, Tran- 
scona-Springfield topped the provincial 


poll for hikes with a 6.8% increase. m 
bes ae eee 


Winnipeg’s $54,000,000 question 


Accountability uncertain as City Hall implodes over assessment disaster 


by Brian Kelcey 
In 1992, the City of Winnipeg won the 
Government Finance Officers Associa- 
tion Award for excellence in financial 
reporting. How quickly things change. 
In 1996, it was discovered the budg- 


eted fund for assessment appeal refunds 
was short by $54,000,000. 

After the error was discovered, some- 
body in City Hall met privately with City 
Assessor Bob Brown to explain he had 
lost the confidence of City Hall’s leader- 


More questions than answers at Winnipeg City Hall. 


ship. So, Brown resigned. Who decided 
that City Hall had lost confidence in 
Brown? 

And so the story begins. In 1994, 
Winnipeg bought a new computer sys- 
tem called “CAMA,” which the 1996 
budget described as “vital” to a success- 
ful reassessment in 1997. But it turns out 
CAMA won't be ready in time. Council- 
lor Al Golden pointed out that the now- 
absent Bob Brown was the only person in 
City Hall who knew how CAMA worked, 
and his absence might be the cause for the 
unexpected delay. Frost soothed fears by 
offering to “retool” an “old system,” and 
in the same breath announced that new 
“worst-case scenario” projections could 
bring the total assessment error up to 
$74,000,000. 

During the early 1990s, provincial leg- 
islation changed the basis of property tax 
assessment from replacement value to 
market value. To accomplish this, the 
Winnipeg Assessment Department em- 
ployed 167.25 permanent staff, earning 
an average salary of $42,301.94. Mean- 


while, the Manitoba Assessment Depart- 
ment made the same transition with only 
a tiny rate of error and at 40% less cost. 
The Province’s record looks even more 
impressive when you consider it is re- 
sponsible for assessing disparate rural ar- 
eas in hundreds of communities. 

To understand this chaos, it is impor- 
tant to realize the 1972 “Unicity” re- 
forms gave Winnipeg two governments. 
The first level - an elected council - was 
supposed to operate with part-time citi- 
zen representatives on a parliamentary 
model. In 1972, council started with over 
50 members. Incremental cost-cutting 
lowered that to 15 plus the Mayor by 
1992. 


The second government is the unique 
star chamber of bureaucrats known as the 
Board of Commissioners. The Board 
was designed to filter all of the “com- 
plexities of modern government” for 
Council. And “star chamber” is no exag- 
geration. Board meetings were closed to 


Continued on next page 


$54,000,000 question continued 


councillors, with minutes kept secret un- 
til as late as 1990. Incidentally, Win- 
nipeg’s commissioners are the highest 
paid civil servants in the province. 

So, with two governments and one 
bureaucracy, who is accountable for the 
$54-million error? Commissioners? 
Politicians? Department Heads? City 
Hall has been busy pointing fingers for 
weeks, while work on debt reduction, 
efficiency and government waste is play- 
ing second fiddle to “finding the culprit.” 
Of course, there will be an inquiry gov- 
erned by the rules of the Evidence Act. 


While the four commissioners have 
the power to do almost anything, they are 
accountable for almost nothing. So far, 
that seems to be the best answer to the 


Winnipeggers’ minds today. 

If Winnipeg’s government is ever go- 
ing to function with any consistency, it 
will have to hold its managers account- 
able. 

Other cities get by with a single city 
manager who is actually responsible and 
accountable for managerial decisions. 
But at the lower levels in the bureaucracy, 
accountability is needed as well. The 
Assessment Department can and should 
be privatized. But if it isn’t, the City 
should apply real performance criteria 
that both workers and taxpayers can 
measure and understand. Right now, the 
City has to make do with a pale and 
trendy version of “total quality manage- 
ment” developed by Chief Commissioner 
Frost. 

The assessment chaos comes at the 
very worst of times. There is no plan to 


eral drivers have lost tires to potholes on 
unrepajred streets (not too long ago, a 
super-pothole on Main Street literally 
swallowed up an entire van). Aqueduct 
repair has been put off for several years. 
And this in a city that is subsidizing a 
$300,000 ‘ad campaign, featuring Win- 
nipeggers telling other Winnipeggers that 
Winnipeg is really in fine shape. 

Real accountability through a single 
city manager and definable performance 
measurements would go a long way to- 
ward saving the money to solve these 
problems. But time is of the essence. 
Winnipeg does not have the cash reserves 
to survive another $54,000,000 mistake, 
and the City’s decision makers com- 
pounding this chaos will not survive an- 
other such error either. m 


Brian Kelcey is a research associate with the MTA. He 


Winnipeg taxpayers have to feed t two mo lonats of 


$54-million dollar question that’s on 


by Victor Vrsnik 

In the ABCs of bureaucratic 
lingo, few words are more of- 
fensive and misunderstood than 
“referendum.” 

Most recently, the word has 
been dragged through the dirt by 
Manitoba Teachers’ Society 
(MTS) representatives, the for- 
mer president of the Manitoba 
Association of School Trustees, 
(MAST) and columnist Frances 
Russell. 

MTS reps condemned refer- 
endums as an attack on their 
right to collective bargaining. 
Former MAST president Caro- 
lyn Duhamel is reported to ob- 
ject to referendums as unfair to 
teachers. In her column, Teach- 
ers, trustees form alliance, 
Frances Russell refers to the 
“horror stories” of direct democ- 
racy and referendums in Califor- 
nia. 

The target of their hostility is 
a government discussion paper 
authored by Education Minister 
Linda McIntosh. The docu- 
ment - Enhancing Quality, En- 
suring Accountability - offers 
five possible substitutes for 
binding arbitration. The most 
innovative proposal is to refer 
unresolved contract disputes to 
local taxpayers through a refer- 
endum. This has been taken to 
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eliminate the $1-billion city debt. 


Sev- 


is based in Winnipeg. 


municipal government. 


THE A B C'S OF REFERENDUMS 


mean the government wants to 
put teachers’ salaries on the bal- 
lot. Nothing could be further 
from the truth. 

Referendums would replace 
the role of unelected arbitrators, 
not collective bargaining. In the 
event contract negotiations were 
to break down between a school 
board and the teachers’ union, 
final offers from both sides 
would be recorded on a ballot, 
and then selected by local refer- 
endum. 

Generally, disputes settled by 
binding arbitration impact tax- 
payers significantly in terms of 
program cuts or school tax in- 
creases. By allowing voters to 
make the ultimate decision on 
important disputes, trustees and 
teachers would become much 


more responsible and account- 
able in the collective bargaining 
process. 

MAST has reportedly dis- 
missed the referendum option 
owing to its high costs. With the 
exception of some of the larger 
school divisions, the price tag 
for a referendum would not be 
out of line with the average 
$74,000 spent on arbitration by 
school boards and the teachers’ 
union. 

Given the chance, say some 
teachers, taxpayers will always 
vote in favour of teacher salary 
freezes or rollbacks if a tax in- 
crease is offered as the alterna- 
tive. However, a January survey 
commissioned by MTS. indi- 
cated that almost 60% of Mani- 
tobans would pay more taxes to 


improve the quality of public 
education. If MTS figures are to 
be believed, opponents of refer- 
endums should fear that the pub- 
lic might be too generous with 
education funding. 

Frances Russell refers to the 
same survey to confirm public 
support for teachers. Ten para- 
graphs later in her column, she 
disapproves of public opinion 
in California for supporting - by 
referendum - spending cuts to 
public services. Public opinion 
appears to be agreeable when 
favouring more government 
spending, but intolerable when 
taxpayers chose to spend on 
their families and themselves in- 
stead. 


Ms. Russell is right about 
one thing. Namely, no teachers 
will stick their neck out in defi- 
ance of MTS and support the 
referendum option. They run 
the risk of being exposed as a 
democrat in one of Ms. 
Russell’s columns. 


To illustrate how a referen- 
dum campaign might work, pic- 
ture a hypothetical school 
division called District 101 en- 
tangled in a hypothetical labour 
dispute. District 101 is a bed- 
room community on the fringes 
of a provincial capital. The year 
is 2001, and a law replacing 
binding arbitration with referen- 
dum-based resolution has been 
in place for 5 years. Bargaining 
teams from both sides of 101 are 
stuck on one issue. Teachers 
want a salary increase of 3%. 
But the School Board is con- 
cemed the salary hike will trans- 
late into a 7% property tax 
increase for 101’s_ growing 


population of fixed-income, 
home-owning pensioners. 

Both parties call for concili- 
ation under existing procedures, 
but the conciliator’s efforts 
break down. Under the provi- 
sions of the new law, the concili- 
ator records the disputed parts of 
the final offers made by both 
negotiating teams, and refers 
them to the municipal clerk re- 
sponsible for overseeing the bal- 
loting. The text of each offer 
goes right on the ballot as “Op- 
tion A” and “Option B”. As 
with binding arbitration, both 
parties would be required to de- 
fray referendum costs. 

Campaign spending is lim- 
ited. The teachers’ union ads 
declare salary increases will 
raise performance and improve 
education. School Board cam- 
paigners focus resources on 
public meetings to discuss the 
impact of salary increases on 
property taxes. Both sides 
jointly contribute to a mass-pro- 
duced booklet with position pa- 
pers from each side. 

Who wins in this contest? 
All the stakeholders. Spared 
from a strike or lockout, stu- 
dents win because referendums 
will not disrupt classes. Teach- 
ers will be able to present their 
case to the public without hav- 
ing to walk a picket line. Trus- 
tees will not be bound by the 
tax-and-spend decisions of 
unelected arbitrators. 

The taxpayers win either 
way. They win because they 
will decide the fate of their 
school system and the growth of 
their tax bill. = 


Victor Vrsnik is a research associate with 
the MTA. He is based in Winnipeg. 
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Changing municipal government in Ontario 


By Paul Pagnuelo 

Since the turn of the decade, the need 
for fundamental reform of our munici- 
pal government structures has been 
clearly recognized by taxpayers 
throughout Ontario. 

Double-digit property tax increases 
through the late 80s and early 90s, an 
inequitable, outdated and expensive 
property tax assessment system, unre- 
sponsive and unaccountable municipal 
governments and school boards, large 
and inefficient bureaucracies, unneces- 
sary duplication of services, and unclear 
lines of responsibility for delivery and 
funding, are issues which have mobi- 
lized taxpayers in a call for action. 


High taxes, reductions in the quality 
of services, and the realization that our 
federal and provincial governments are 
reducing their transfer payments be- 


’ cause of unsustainable deficits and ex- 


cessive debt loads, have forced a change 
in the attitude of some politicians and 
the expectations of most voters. 

The debate on governance and prop- 
erty tax reform has emerged into a turf 
war; one about politicians protecting 
their jobs and power bases. Efficient 
governments versus inefficient govern- 
ments. Suburbs versus the core cities. 
Winners versus losers in property tax 
reform. 

Politicians and the media love to 


crowd the stage when it comes to having 
a say in public affairs. But democracy 
resides with the people. 


That’s why it’s important, when con- 
sidering fundamental changes to the 
way we’re governed and taxed, that citi- 
zens - the people who will pay the con- 
sequences of these decisions - should 
have the final and ultimate say. 


In this and future issues of The Tax- 


payer, we’ || look at some of the changes 


that are necessary to municipal govern- 
ment in Ontario. We begin the series 
with the high-priority need to reform the 
property tax assessment system. m 


PROPERTY TAX REFORM 


Paul Pagnuelo is the Executive Director of 
the Ontario Taxpayers Federation. He is 
based in Toronto. 


I. Establishing the principles 


The mere mention of Market Value 
Assessment is a flashpoint with taxpay- 
ers - not just in Toronto but throughout 
the Province - because it’s costly, dis- 
criminatory, regressive and unfair. 

Few will argue with the fact that On- 
tario’s property tax system needs to be 
reformed. It’s the one area of municipal 
government reform which is long over- 
due and a high priority with taxpayers. 


There are several principles on which 
reform of the property tax assessment 
system must be based. What taxpayers 
want is a system that is simple, straight- 
forward, inexpensive and fair. These 
are also the principles of common sense, 
a platform the current Ontario govern- 
ment was elected on. 5 

The property tax system can’t be all 
things to all people. Trying to equate 


ll. Comparing the alternatives 


The choices are really limited to either 
market value or unit assessment. In com- 
paring the two, it is important to be clear 
about one thing. Actual Value Assess- 
ment (A.V.A.), which the Golden Task 
Force has recommended, is nothing more 
than annual Market Value Assessment 
(M.V.A.). 


Easy to understand 


‘How many taxpayers, or for that mat- 
ter elected officials, understand the me- 
chanics of market value assessment? The 
way provincial assessors calculate mar- 
ket values means that even if you bought 
your home in the year of assessment, it is 
unlikely the price paid would be consid- 
ered to be your market value for assess- 
ment purposes. 


Because there are several numbers 
which can be manipulated, some of 
which are highly subjective on the part of 
the assessor, many opportunities exist for 
significant error. Property values are es- 
tablished using location, cost of replace- 
ment, rental value, sale value and any 
other circumstances affecting value. 


And Appeal Boards are really nothing 
more than “Reaffirmation Boards”, as 
they rarely adjust assessed market value 
because of the inability of property own- 
ers to really understand or deal with the 
M.V.A. or A.V.A. process in their own 


defence. 

The M.V.A. process involves com- 
plex formulae and subjective judgement. 

Unit Assessment on the other hand is 
easy to understand. It’s based on square 
footage of the building and property size. 
No subjective judgements and no com- 
plex formula are involved, just a tape 
measure. Identical properties would 
have identical assessments regardless of 


WHICH 


cc 


wealth to ability-to-pay to consumption 
is not only difficult, it’s impossible. In 
all cases, the arguments pro or con for 
any one option are based on the win- 
ner/loser syndrome. Those who’ll pay 
less will argue in favour. Those who'll 
pay more will argue solidly against. 
That’s why impact studies should not 
be made public before the attributes of 
what constitutes a fair system are agreed 


where in Ontario they are located. Prop- 
erty owners could simply call up a mu- 
nicipality and ask for the applicable tax 
rates to determine the tax competitive- 
ness of their local town, region or school 
board. 


Common sense would dictate that 
Unit Assessment wins out when it comes 
to the criterion of easy to understand. 


IS EASIER TO UNDERSTAND? 


or B. MV + LV = [(RCN-D) x : 
or C. MV = Bo + BiXi + BoX2 +...BoXo + 
LiXo + GQ: + GQs + GQu 


upon. If ability-to-pay should be the prime 
criterion for determining how property 
taxes are assessed, then the only true meas- 
ure is a tax on income. 


But if the prime criterion is share-of- 
consumption, then the issue becomes one of 
determining how consumption is best 
measured for general community services, 
such as transit, policing, fire protection, and 
road maintenance, etc. 


Long-term stability 


Under M.V.A. or A.V.A., the property 
owner does not have any control over 
external forces which may influence the 
assessed value of the property. 

Rapid growth, a speculative market, 
changing demographics, rezoning, infla- 
tion, low interest rates, and government 
incentives are just some of the factors 
which can dramatically increase or de- 
crease the market values of properties in 
a particular area - all beyond the control 
of the property owner. 

Unable to plan for, or predict changes 
to, their assessment, property owners 
face significant uncertainty in anticipat- 
ing whether they would be able to afford 
to keep a particular property or stay in 
business. 

On the other hand, with Unit Assess- 
ment, the assessed value would remain 
stable unless there was a change to the 
size of the dwelling or the land was sev- 
ered. 

Common sense would dictate that 
Unit Assessment wins out when it comes 
to the criterion of long-term stability. 


The system must be reasonable to the 
taxpayer. 

M.V.A. and A.V.A. hold no relation- 
ship between the property owner’s tax 
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burden and his or her demands for 
Municipal, Regional and School 
Board services. On the other hand, 
the size of a house and property is a 
far better measurement of the amount 
of services consumed. 

Common sense would dictate that 
Unit Assessment wins out when it 
comes to the criterion of reasonabil- 
ity. 

Ability to pay 


To suggest that M.V.A. or A.V.A. 
is a better test of one’s ability to pay 
is spurious. The value of a home has 
no direct correlation with one’s in- 
come or overall capacity to pay taxes, 
regardless of the amount of services 
consumed. 

Many property owners who 
moved into modest homes or started 
businesses in unfashionable neigh- 
bourhoods twenty or thirty years ago, 
now find that their neighbourhoods 
have become popular. 

Consider that many of these people 
are retired, on fixed incomes, or are 
struggling to keep their modest busi- 
nesses alive. Just because the market 
value on their property goes up, does 
this mean their taxes should also? 

And what about those families 
who purchased their homes or busi- 
nesses on a certain principal, interest 
and tax structure? Reassessment 
could force them to sell and move 
from the neighbourhoods where they 
put down their roots and were contrib- 
uting to the community. 

The fact that two identical homes 
might have different values is not a 
measurement of the occupant’s in- 
come. Rather it’s often an indication 
of a personal lifestyle choice. Take, 
for example, two four-person families 
with identical incomes, living in 


houses with identical size but differ- 
ent market values because of certain 
physical characteristics. The family 
living in the lower-value house, is one 
which spends its income on vaca- 
tions, meals out and expensive cars. 
The other family living in the higher 
value house instead spends its money 
on better-grade carpets, a fireplace, a 
finished basement, and brass handles. 

Common sense would dictate that 
the only true measure of ability to pay 
is actual income. 


Non-discriminatory 


The premise that properties which 
have similar market values should be 
assessed at equal or comparable val- 
ues, regardless of where the proper- 
ties are located, sounds fair. 

But is it fair that under M.V.A. or 
A.V.A. the exact same house in two 
different parts of a municipality and 
receiving identical services would 
have two different market values and 
different tax burdens? Conversely, 
vastly different homes on different 
sized lots and using significantly dif- 
ferent services could end up paying 
the same tax. 

M.V.A. discriminates on the basis 
of location, Unit Assessment 
doesn’t. 

Common sense would dictate that 
Unit Assessment wins out in terms of 
being non-discriminatory. 


Administration 


The system should be simple, easy 
and efficient to administer. 

But because the condition of the 
structure is used to determine market 
value, routine internal inspections are 
essential to its administration. The 
search for the finished basement, new 
plumbing or the fixed up back deck or 
store front. The practice of peering 
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into windows during the day. The 
costs involved in employing people to 
do this. The computer systems to 
keep track of it all. The whole appeal 
system. All are nothing more than a 
dead-weight loss to the productive 
end of our society. 


On the other hand, with square 
footage and usage being the sole cri- 
teria for determining assessments, the 
need for a small army of assessors 
would vanish. The Province could 
save as much as $130 million in ad- 
ministrative and equipment costs, and 
there would be virtually no need for 


appeals. 


Furthermore, it’s estimated that 
per-capita costs in Ontario for assess- 
ments under A.V.A. would skyrocket 
by 67% - from $9.67 to over $16. 
Why would a government want to 
increase costs by $90 million by mov- 
ing to A.V.A.? 


Common sense would dictate that 
Unit Assessment wins out when it 
comes to administrative efficiency 
and substantially lower costs. 


The system must not be a disincen- 
tive to improvements and mainte- 
nance. Under M.V.A. and A.V.A., 
improvements to one’s home, busi- 
ness or neighbourhood will drive up 
market values and, as a consequence, 
taxes. It’s truly bizarre when an as- 
sessment system penalizes improve- 
ment and instead promotes a 
slum-like appearance. 


Unit Assessment on the other hand 
encourages improvements and pro- 
motes growth in the construction and 
home improvement industries. 


Common sense again would have 
Unit Assessment winning out. = 


The Golden Task 


Force 


The Task Force on the Greater Toronto Area 
(GTA), chaired by Anne Golden, was formed in 
April, 1995, under the previous NDP govern- 
ment to respond to growing concerns about the 
future health and workability of the Greater 
Toronto urban region. 


With a mandate to “provide direction for the 
future governance of the GTA, including the 
potential restructuring of the responsibilities and 
practices of municipal and provincial govern- 
ments,” the Task Force was also directed to 
address the “apparent and potential further de- 
cline in economic attractiveness of the core of 
the GTA” as its first priority and specifically to 
propose a resolution of Metro Toronto’s prop- 
erty tax crisis. 


In all, the Task Force produced 5] recom- 
mendations for changes in key areas, including 
property tax reform, government restructuring, 
delivery of public services and economic com- 
petitiveness. 


Major recommendations of GTA Task Force: 


> A common assessment system for Greater 
Toronto known as AVA, based on Actual 
Value (annual market value assessment) 


> Equalization of property taxes that busi- 
nesses in the GTA pay for education 


> Replacement of the five existing regional 
governments in the Greater Toronto Area 
with a single GTA Council with a more lim- 
ited range of functions 


> A financially neutral disentanglement of 
provincial and municipal responsibilities, 
with the provincial government responsible 
for services that are income redistributive 
(e.g. welfare), or that spill over municipal 
boundaries, or that require uniform proy- 
ince-wide standards. 


A three-person GTA Panel recently con- 
cluded a series of public meetings across the 
GTA regions to gather public input and deter- 
mine the level of consensus on the report of the 
Task Force. The Panel was expected to report 
to Municipal Affairs and Housing Minister Al 
Leach by the end of March, and its input will 
help to shape the government’s decisions on 
GTA reform. 


The Minister is looking to introduce any nec- 
essary legislation in the spring session of the 
House, and this could provide added opportuni- 
ties for public input during legislative commit- 
tee hearings. The Minister has also stated that 
any changes to the GTA should be in place for 
the 1997 municipal elections. 


Although the focus of the Task Force was on 
the GTA, the government’s decision on property 
tax reform and municipal governance for the 
GTA could serve as the template for similar 
changes throughout the province. 


The Ontario Taxpayers Federation appeared 
before the GTA Panel in firm opposition to the 
GTA Task Force’s recommendations for Actual 
Value Assessment and the creation of a GTA 
regional government. = 


The following is a list of some of the grants 
handed out by the International Cultural Rela- 
tions Program in the Department of Foreign Af- 
fairs for the fiscal year 1994-95. 


Performing Arts 

Alain Trudel, Montreal - To give concerts and work- 
shops in Japan & Hong Kong............. $5,000 
Arraymusic, Toronto -To give concerts of “Cactus 
Rosary” by Terry Riley and “Columbus" by Michael 
Baker in Pune: 4 ce ceeeecte te $19,000 | 
Axis Mime Theatre, Vancouver - To give a show- 
case in Philadelphia. ................00. $4,900 


Ballet British Columbia, Vancouver - To perform 
“gy ce Saga Saha pele i 
Bernard Lagace, Montreal - To give a concert in 
Brussels, Belgium.......0+eesesseseeees $1,000 
Brad Fraser, Ontario - Attend preview of “Poor Su- 
per Man’ in London & Glasgow, U.K $960 
Calgary International Children’s Festival - Enable 
JoAnne James to participate in the selection of Cdn 
theatre companies that will showcase at the Annen- 
berg Center in Philadelphia ............ . $1,600 — 
California Presenters 94/95, California, USA - To 
do familiarization visits to Canada, in the sectors of 
dance, music and theatre............. $12,000 
Canadian Association of Artists Managers - En- 
able the Canadian Music Centre to go to Dallas 
Texas, to participate in the American Symphony Or- 
chestra League conference.............. $15, 
Canadian Opera Company, Toronto - To give con 
certs of “Bluebeard’s Castle” by Bartok and “Erwar- 


Lung’ by Schbenbetg, i Aumiraia: 5.33 $25,000 | Festival de jazz de Rossignol, in Belgium. . 


Carnegie Mellon University, Toronto - To invite 
Toronto-based playwright Jason Sherman to a resi- 
dency at the Carnegie Mellon University in — 
vania. $2.1 
Centre de Musique Canadienne, Montreal - To 
participate in the booking conference, Musicora, in 
Parigractnrgranr st ras acta res caetate 
Chelsea Bridge, Ottawa - To participate in the 
booking conference, Musicora, in Paris... . . . $2, 
Cirque Eloize, Montreal - To give a showcase in 
Philadelphia. 
Colin Mcintyre/Asia, Montreal - Do a 2nd pre-tour 
of Japan, to prepare for the event ‘Dance Canada 
94”, 


eR Sao e, ete diye de $15,000 
Compagnie de Theatre Pol Pelletier Inc., Mont- 
real - To perform “Joie” in Europe. ....... $15,000 


Compagnie Marie Chouinard, Montreal - To per- 
form “L’apres-midi d’un faune” & “Le Sacre du prin- 
temps’ in Taiwan and the USA........... $40 
Compagnie Marie Chouinard, Montreal - To per 
form ‘Le Sacre du printemps” and “Les Trous du 
Cle EONG: : . 25 EPR ore canna he $120,000 
Creation Danse Lynda Gaudreau, Montreal - To 
participate in the “rencontres choregraphiques inter 
nationales de Bagnolet Seine Saint - Denis” in 
FIGNOGirass 3. Ge oe Rear he were tem $10,100 
Decidedly Jazz Danceworks, Calgary - To per- 
form a showcase at the World Jazz Dance Con- 
gress in Ghicago.ss:.4 tak ove dake acs $2,500 
Desrosiers Dance Theatre, Toronto - To perform 
at the Dance Canada ‘94 festival in Asia... . $65,000 


Dynamo Theatre, Montreal - To perform “Desequili- 
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Minister of Foreign Affairs 


House of Commons, Ottawa, Ontario 
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Fax: 613-947-4442 


THE TAXPAYER 


International Cultural Relations 


bre - Le Defi’ in Europe................. $15,000 
Evergreen Club Gamelan Ensemble, Toronto - To 
give concerts in the United States......... $20,000 
Ex Machina, Quebec - To perform “Polygraphe’ in 
HONGKONG: <a stabotecnm eases cs $13,600 
Fondation Jean-Pierre Perreault, Montreal - To 


| perform ‘La Vita’, in Europe............. $80,000 


Fortier Danse-Creation, Montreal - To perform 


| “Bras de plomb” & do a residency in Europe. $5,000 


| “Lettre a un homme russe” in Germany 


! 


Green Thumb, Vancouver - To give a showcase in 
Philadeliphia..<...2.sstesemn «daons ok eae $4,800 
Hart Rouge, Montreal - To participate in a booking 
conference in Kansas City............... $1,500 

| Musici de Montreal, Montreal - To give concerts 

of “Concertos for Piano” Nos. 1 to 5 by Beethoven 

and “Divertissement pour cordes” by Mercure, in the 
GR sf iis oo ene aaa oh cea ee $4, 

| Musici de Montreal/Asie, Montreal - To give con- | 
Core NASE.« seats oR RASS $50,000 | 
Iguanodon Theatre, Edmonton - To give a show- 
case in Philadelphia... .. . $3 
James Ehnes, Toronto - To give a concert at the 
Arundel Festival... 0.00... 0-.0ccceeeees .$990 
Jocelyne Montpetit Danse, Montreal - Perform 
$16,000 
Justine, Montreal - To give concerts of “Languages 
fantastiques” in Europe.................. $8,000 
Karen Jamieson Dance Co., Vancouver - To per- 
form *“Gawa Gyani”, “The Man Within,” & anew 
work at the Dance Canada ‘94, Plus One Festival in 
Japan $53,000 
Karen Young and Band, Oka - Participate i in the 

. $3,800 | 
LaLaLaHuman Steps, Montreal -To perform in 
PULODO.. 3. « v'sca ceed eh er ee $20,000 
La Nef, Montreal - To give concerts of “Musiques 

pour Jeanne La Folle” in Mexico. . . $16 
Lampoon Puppettheatre, Toronto - To perform 
‘Clowning Arounis sc Aes "$5,000 
Latitude 45 Arts Promotion, Montreal - Enable di- 
rector to go to London & Paris for meetings. $3,500 
Le Carre des Lombes, Montreal - Perform “Du 
Souffle de sa Tourmente, J’ai Vu" in Europe. $14,000 
Le Nouvel Ensemble Moderne, Montreal - To give 
concerts in Europe............. $70 
Les Deux Mondes, Montreal - Make a nye: -tour for 
the organization & the diffusion of coproduction “Le 
Souffle de l’imparadis” in France & Belgium. . $9,900 | 
Les Deux Mondes, Montreal - To perform its new 
creation “Les Nuages de terre” in Europe. .. $80,000 
Les Grands Ballets Canadiens/US Festival, Mont- | 
real - Tour US\ perform at different festivals... $95,000 | 


| Lorraine Desmarais, Montreal - To give show- 
, cases in New York. ..............e0s ee $1,500 | 


Margie Gillies Dance Foundation/Asia, Montreal - 
To give performances in Asia. . $42. 
National Arts Centre Orchestra, Ottawa To give 
concerts in Western Europe. ........... $200,000 
National Arts Centre Orchestra, Ottawa - To 
send 2 employees on a pre-tour of the European 
tour of the Nationa! Arts Centre Orchestra. .. $5,000 000 | 
National Ballet of Canada, Toronto -To perform 


“Swan Lake’ in the United States......... $75,000 | 
National Ballet of Canada, Toronto - To dy’ 


formanoes in Europe........... 0.0.05. ,000 
Nexus, Toronto - Give concerts in Japan... $30,000 | 


' O Vertigo, Montreal - To perform “La —, 


| | One Yellow Rabbit Theatre Assoc. ‘Calgary - To 
| perform ‘lisa, Queen of the Nazi Love Camp’ in 


Blanche’ in California. ...............-. a | 


O Vertigo Danse, Montreal - To perform ‘La an, 
bre blanche” in New York............... 


Write, fax p hone | O Vertigo Danse, Montreal - To give Ee rat 
+ | 5 ass 


ances of ‘La Chambre blanche’ in Asia... . $18,000 


O Vertigo Danse, Montreal - To give performances 
of “Deluge” in Europe. ... . . $4 


Europe. . $35,000 


Orchestre Symphonique Montreal/US , Montreal - 
Togive concerts at Carnegie Hall, New York and 
Montclair, New Jersey...... . . $60,000 


Papo Ross & Orquesta Pambiche, Montreal - To 


| Were Warned” 


give a concert at the Montreux Detroit Jazz Festival 


GETONOIL:, cece Co eOBS Ess x cure whe s.. « $980 
Productions Omer Veilleux Inc., Montreal - To 
perform in Latin America (Mexico). ....... $15,000 


Robert LePage/Projet Ex Machina Inc., Quebec - 
To perform “Hiroshima” in Europe....... . $80,000 
Roseneath Theatre Company, Toronto - To give a 


| showcase in Philadelphia................. $500 


Royal Winnipeg Ballet, Winnipeg - To give per- 
formances in Japan... ......0.... 008. $300,000 
Sen’Klip Native Theatre Company, Vernon - To 
perform “Sacred Smoke’ in Europe....... . $40,000 | 
Tafelmusik, Toronto - To give concerts, Haydn's 
“Creation” and “Heilige Messe” in Europe... $95,000 
Tafelmusik, Toronto - Give concerts in Western 


BOBS eccts Rtas occ eal peo oat $47,500 
Theatre Bouches Decousues, Montreal - To give 
a showcase in Philadelphia............... $1,400 


Theatre D’Aujord’Hui, Montreal - To perform “Sa- 
Hanes® ImEWwonecs: rans ase $30, 
Theatre de Quartier, Montreal - To vate a show- 


| case in Philadelphia. 


Theatre Smith-Gilmour, Toronto - To give pel- 
formances of ‘To Cry is Not So’ in the UK. $30,000 | 


Toronto Dance Theatre, Toronto - To perform at 


' the Dance Canada ‘94 Festivalin Asia... . . $53,000 


Vancouver Chamber Choir - To give concerts in 


William Douglas Danse, Montreal - To participate 

in the Rencontes choreographiques internationales 

de Bagnolet Seine Saint-Denis, in France, with “We 
$9,800 


Special Sia. 
Canada Dance Festival 1994, Ottawa - Invite for- 
eign buyers to their 1994 Festival in Ottawa. $25,000 


000 Carbone 14/Mexique, Montreal - To give perform- 


ances of “La Foret” in Mexico City.......... $41, 
Carbone 14/Symposium, Montreal - For Menno 
Plukker to participate in the Canada - Mexico Sym- 
posium and in Mercartes................. $1, 
Carrefour international De Theatre 1994, Quebec 

- To invite foreign buyers to the 1994 Carrefour In- 
ternational in Quebec. . $10,000 


000 Cercle Vertueux Dansetheatre, Montreal - To 
' send Dulcinee Langfelder to participate in the Festi- 
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Val OTgUbG Id6667 5 sven cic ac oene ete $1,500 
Children’s Showcase 95- To participate i in a.con- 
ference in Philadelphia. ............./.. $13,400 
David Turner, Montreal - To participate in the 
Liege Jazz Festival P0005 05. ac ees $2,000 
Denis Bergeron, Montreal - To participate in con- 
ferences in the United States. ............ $3,000 


Du Maurier World Stage Festival/94, Toronto - To 
invite foreign theatre presenters to their bi-annual 
festivals: 3a ee eabena raves $10,000 


| Fondation Viver, Montreal - Send T. Desjardins on 


000 | inpreparation for the Medievales . . 


a promotional pre-tour in Amsterdam. .. . . $1,000 
| Galerie Du Manoir, Montreal - To organize an exhi- 
bition in Asia-Pacific. ......0.0...0.0005 $20,000 
| Musici De Montreal, Montreal - To give concerts 
during the Festival Centro Historico de la Ciudad, 
Ta ee eat aie < _.. $14,000 
Les Medievales De Quebec, Quebec - Make a fa- 
miliarization tour in France, Belgium, UK & Germany 
wore $10,000 


| Les Violons Du Roy, Quebec - To give a concert 


in Morocco $10,000 
Noah’s Flood 1995, inc., Toronto - To perform at 
the United Nations 50th anniversary. . . $30,000 


Orchestre Symphonique De Montreal, Montreal - 


| Toextend Boris Palankov's pre-tour in prelude of 
| the 1994 European tour. ........ $4,000 


| Japan &Korea..... _. $70,000 | Orchestre Symphonie De Montel Montreal - 


| 


| 
t 
| 
| 
| 
} 
j 


| foreign buyers to their Festival. . 


To give concerts in Mexico.. $29,600 
P.A. Conseil, Montreal - Participate in an interna. 
tional conference on culture in Washington... . $895 
P.A. Conseil, Montreal - Send a representative to 
the international Society of — Arts Adminisira- 
| tors conference... ..... $1,400 
| Tafelmusik, Toronto - To give concerts in Mexico 
City and in Guanajuato in Mexico......... $12,580 
Tafelmusik/Mexique, Toronto - Enable Tafelmusik 
to give concerts in Mexico & the U.S... . 

Theatre Momentum, Montreal - Send J.F. Messier 
&L.P. Demers to Glasgow, to work on the play “The 


Bridge” to be presented at the Mayfest in see *Y 
&on a European tour. ...............5. 000 


Vancouver int’! Chikiren’s Festival - To ee” 


| William Douglas Danse, Montreal - To participate 


in the “Seconde Biennale de la Danse," in Charleroi, 


A contribution is another name for tax. si 
However, unlike taxes, which go into one 
big pot to be distributed to a number of : 
different spending areas, contributions are 
dedicated to specific accounts outside the 


That means pee prices increase by, 
say 5%, an individual's pension cheque 
will also rise by the same amount. 
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Belgian 2. cee ee $3,145 
Cinars 1994, Montreal - To invite foreign buyers to 
its 1994 Edition in Montreal.............. $30,000 
Conseil Des Arts Du Canada, - To allow foreign 
artists to participate. ...............00. $50,000 


David Homel, Montreal - To participate in a jury 

for the tri-party program for resident artists held in 
Washington; D.C: 22 cc. eS $2,560 
Domingo Cisneros, La Macaza - To act as a Ca- 
nadian panelist on the selection jury of an artists’ 
residencies program in Washington, D.C. ... $2,608 
Glen Buick, Edmonton - To act as a Canadian 
panelist on the selection jury of the tripartite artists’ 
residencies program in Washington. ....... $3,100 
Orchestre Symphonique De Montreal, Montreal - 
To allow Robert Spickler (Director General) to go on 
a pre-tour of China in November 1994, to prepare 


for the OSM tour in 1997................. $3,570 
Orchestre Symphonique De Montreal, Montreal - 
To give concerts in Mexico............. $75,000 


Pol Pelletier, Montreal - Act as a Canadian panelist 
on the selection jury of the tripartite artists’ residen- 
cies program in Washington, D.C.......... $2,560 
Sara Diamond, Banff - To act as a Canadian panel- 
ist on the selection jury of the tri-party residencies 
program in Washington, D.C.............. $3,205 
The Canadian Foundation for the Preservation 

of Chinese Cultural and Historical Treasures, 
Scarborough - To go to China to develop coopera- 
tion and exchange projects .............. $5, 
The Canadian Foundation for the Preservation 

of Chinese Culture and Historical Treasures, 
Scarborough - To send a Chinese expert for the 
conservation exchange program........... $2,700 
The Canadian Foundation for the Preservation 

of Chinese Culture & Historical Treasures, Scar- 
borough - Go to China and participate in discus- 
sions with the Chinese for the Canadian Chamber 


Ensemble in China. ..........0.c0ceeees $5,500 
Therese Andre, - To participate in a conference 
“Tendresse...Tendresse” in Paris. ......... $3,500 


Literature and Publishing 1995/96 
Acacia House Publishing Services Ltd., Toronto - 
To send Frances Hanna to participate in the Frank- 
MRT TOOK FN ot suing eins dies was eee Gece $1,070 
Alberto Manguel, Banff - To participate in a Cana- 
dian Studies Conference, in Venice......... $500 
Andre L. Stein, Toronto - To look for co-produc- 
tions for a film in Budapest. .............. $1,000 
Association Pour L’exportation Du Livre Ca- 
nadien, Ottawa - For printing a special cover of 
Rights Canada/Droits du Canada.......... $7,500 
Barbara Gowdy, Toronto - To participate in the 
Short Story Festival in Netherlands. ........ $940 
Beverley Slopen, Toronto - To participate in the 
Frankfurt Book Fair in Germany. ........... $980 


Centre Des Auteurs Dramatiques, Montreal - To 


TORONTO - The CTF kicked off its 
GST “Tea Bag” protest with a news con- 
ference, asking Canadians to send in tea 
bags to protest the Liberal government’s 
failure to abolish the GST as promised. 


VICTORIA - The CTF-BC released a 
paper calling on the provincial govern- 
ment to phase out $145 million in assis- 
tance programs for business in addition 
to emptying two business funds for an 


additional one-time saving of $33.3 mil- 
lion. 


REGINA - Moira Wright delivered an- 
other 28,000 coupons calling for a Tax- 
payer Protection Act to Premier 
Romanow’s office. 43,000 have been 
collected to date. 


CALGARY - James Forrest presented 
an analysis of the restructuring of Cal- 
gary’s tax system to the Calgary Tax 
Review Commission, stressing tax relief 
should be the focus, and not simply re- 
distribution. 
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sep works by Canadian playwrights abroad dur- 
ING ASDA noises seca Fe daa $7,500 
Centre Quebecois Du P.E.N. Int'l., Montreal - To 
participate in the 61st World Congress of P.E.N. In- 


ternational in Prague. .................. $2,600 
Claude Choquette, Montreal - To participate in the 
Prankiurt Book Fat ofc. veces. $1,000 
Clemont Olivier, Montreal - To promote his book 
“L’Amour Assassin” in Paris. .............. $903 


Coach House, Toronto - Send Robin Blaser to pro- 
mote his book “The Holy Forest” in California. $1,205 


Canada Council, Ottawa - To subsidize a Cana- 


dian writer's translation ................4 $50,000 
Canada Council, - To reimburse fees for the Can- 
ada/Australia Literary 3 |: se eae $4,682 


Daniel Poliquin, Ottawa - To promote his books in 
the “Le temps des livres” in Paris........... $718 
Daphne Marlatt, Victoria - To participate in a con- 
ference in Aachen, Germany. ............ $1,500 
David Adams Richard, Saint John, NB. - Go to 
Spain & France to promote his books and deliver a 
Bares OF OCUNOSs << tGpestcces eS beceres 
Douglas Cooper, - To do an extensive tour in the 
U.S.. to promote his book “Amnesia”. ...... $4,800 
Emile Olliver, Montreal - To promote his book 
"Passanes: in-Pansst2.. rses cee ose $732 
Ernest Hillen, Toronto - For promotion tour of “The 
Way of a Boy” in Holland and to give a talk about 

the book at the John Adams Institute. ....... $825 
Evelyn Lau, Vancouver - To promote her book, 
“Fresh Girls”, in England and Denmark... .. . $1,070 
Les Herbes Rouges, Montreal - To send Francois 
Hebert to participate in the Marche de la Poesie, in 
$1,100 
Gabrielle Poulin, Gloucester, ON. - To participate 

in the 5th International Narration Festival in Rotter- 
$682 
Gaetan Brulotte, Trois-riviere, QUE. - To partici- 
pate at a conference at the Colloque I’Annee Nou- 
velle, held in Louvain-la-Neuve............. 

Gilles Cyr, Montreal - To be present at the exhibi- 
tion of his books at the Librairie Nicaise in Paris and 
to give lectures of his works. .............. $710 
Gynergy Books, Charlottetown, PEI- To allow 
Sharon Batt to promote her book “Patient No More: 
The Politics of Breast Cancer’ in the UK...... $990 
Isabel Huggan, Philippines - To participate in the 
Salamance Writers Festival and Canberra Word 
Festival in Australia... .. ut eeseeeeeeeeees $1,735 
Jane Tapsubei Credier, London, ON - To partici- 
pate in the 6th International Feminist Book Fair, in 


Melbourne, Australia.................08. $3,700 
dane Urquart, Wellesley, ON. - To participate in the 
Sydney Writers’ Festival in Australia........ $2,355 


The Assoc. For the Export of Canadian Books, 
Ottawa - ytd os akan 
reading in Stuttgart, Germany 


WINNIPEG - Victor Vrsnik and Brian 
Kelcey met with provincial Finance 
Minister Eric Stephanson to recommend 
government legislation outlawing busi- 
ness subsidies. 


TORONTO - Paul Pagnuelo 


presented pre-budget recommendations 
to the Legislature’s Standing Committee 
on Finance and Economic Affairs. 


EDMONTON - Jason Kenney and 


L’Hexagone, Montreal - To send Jean Royer to 

the Congres de I’Association Italienne des Etudes 
Canadiennes in Venice.................% $1,000 
L’instant Meme, Quebec - To send Gilles Pellerin 
to participate to a “Colloque sur la Nouvelle” at the 
Universite Catholique of Louvain............ 
Production Gargouille Enr., Montreal - To send 
Tristan Demers to Belgium to do a promotional tour 
and develop contacts. ................005 
Linda Spalding, Toronto - To go to the UK to pro- 
mote her book “The Paper Wife” $700 
Linda Spalding, Toronto - To participate in the 

Panis: BOOK Fabre s seas eet ue yen 02s $700 
Lise Gauvin, Outremont, QUE. - Participate in a 
conference on Canadian studies in Venice .. $1,400 
The Canada Council, Ottawa - To present the 
Canada/Australia Literary Prize........... 

Louise Garneau-Desbois, St-Lambert, QUE. - To 
participate in the Xith World Organization for Poets 
Congress in Portugal................0.005 $400 
Lucinda Vardey Agency Ltd., Toronto - Enable 3 
— to participate in the Frankfurt Book 

ne BS Hollingworth, Victoria, BC - To do a pub- 
lic reading at Bethune, France. ........... $2,000 
McGill-Queen's University Press, Montreal - Send 
writer D. Akenson & his editor-in-chief P. Cercone to 
Ireland to promote the book “Conor: A Life”. . $2,400 
Nino Ricci, Toronto - To promote his books in Ger- 
many, Switzerland and Austria........... . $1,280 
Norman Levine, Aneros-les-bains, France - To pro- 
mote three of his books in Holland. ........ $1,200 
Norman Chaurette, Montreal - Participate in a con- 
ference on Canadian studies in Venice... . . . $1,000 
Paul Dutton, Toronto - Participate in conferences 
and lectures in Europe..................4 $1,805 
The League of Canadian Poets, Toronto - To send 
Paul Savoie to participate in the Festival Franco-an- 
glais de Poesie, heldin Paris............. $1,608 
Pebble Productions Inc., Cannington, ON - To 
send Tim Findely to Paris to promote two of his pee 


Peter Cole Inc., Ontario - Send a representative to 
participate in a conference in London....... $1,500 
Peter Roberts, Ottawa - To attend the Paris Book 
Fair to promote his book “George Costakis: A Rus- 
sian LISWTAI... i Scde.oueccoie Wem ees $784 
Playwrights Union of Canada, Toronto - Send a 
Cdn delegation to participate in the Third Intern’! 
Women’s Playwrighters Conference, in Adelaide, 
AUsWal as tatrcd fins savy uen ve $10,000 
Playwrights Union of Canada, Toronto - To over- 
see the visit of the 1994 Australia/Canada Literary 
Prize’s recipient, Louis Nowra............ $15,430 
Playwrights Union of Canada, Toronto - Promote 
works by Cdn playwrights in West Europe. .. $7,500 
Rencontre Quebecoise Internationale Des Ecri- 


James Forrest made a provincial pre- 
budget presentation to the Alberta Leg- 
islature’s Standing Committee on 
Financial Planning in Edmonton, calling 
for continued spending restraint, per- 
sonal tax relief, and a consolidated Tax- 
payer Protection Act with teeth. 


MELVILLE, SK _ - 
Moira Wright spoke to 


the Chamber of Commerce on the need 
for balanced budget legislation and 
democratic tax limits in Saskatchewan. 


OTTAWA - Jason Kenney released the 
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vain, Montreal - To bring twelve foreign writers to 
their international meeting................ $5, 
Robert Bringhurts, Bow Island, BC - To attend a 
conference in Italy ...............0.e. eee $1,205 
Ruptures, Montreal - To send 2 reps to Mexico to 
promote Ruptures magazine #6, on literature and 


culture in Mexic0................ 0.0008. $2,600 
Salon Du Livre De L’outaouais, Hull, QUE - Send 
people to a conference in Belgium. ........ $3,500 


Salon Du Livre Du Quebec - To send delegates 
from Quebec to “Les 24 Heures du Livre du Mans” 
nt FranGGsce creas icra a vo ccwnine ta se $3,000 
Sandra Birdsell, Winnipeg - To attend a Canadian 
Studies Conference i in Venice . 
Shyam Selvadurai, Toronto - To promote his novel 
“Funny Boy” in England................... $570 
The Bukowski Agency, Toronto - To send Denise 
Bukowski to participate in the China Rights Fair in 
Shandong, China. .......6..06.....605. $2,200 
The Canadian Centre International PEN, Toronto - 
Send 4 people to the 61st World Congress of Inter- 
national PEN in Prague.................. $2,600 
The Canadian Children’s Book Centre, Toronto - 
To Send Charlotte Teeple to the 24th international 
Board on Books for Young People Congress in 
Seville. SS eae eos ecard. oe $3,000 
The Denise Bukowski Agency, Toronto - Send D. 
Bukowski to Germany & Mexico to book fairs. $3,000 
World Encyclopedia of Contemporary Theatre, 
North York, ON - To send Don Rubin to launch the 
“World Encyclopedia of Contemporary Theatre” in 
London, ENQIANG: Sein Seve ctces coe he . $1,000 
Yann Martel, Montreal - To launch his book “Paul 
en Finlande’ in Paris and in Rome. ........ $1,561 
Ying Chen, Outremont, QUE - To promote her 
books in Parisand Rome................ $1,250 
Yves Prefontaine, Outremont, QUE - Do public 
readings and receive an award at Agen-Lectoure in 
EPANGGS 2 cel reer meee tay cs 2 $1,000 
Alliance Communications Corp., Toronto - Hold a 
screening of “Black Robe’ at the Cdn Embassy in 
Tokyo & undertake a marketing strategy to sell Cdn 
film products & initiate co-production projects in Ja- 
PAN LLG siesta eA tees Ne nisin $4,000 
Alliance Communications Corp., Toronto - Send 
actor Rachel Crawford & producer Barbara Tranter 
to the Berlin Int’! Film Festival............. $3,000 
Banff Festival of Mountain Films - Present a 
showcase of Cdn mountain films in Italy.... $4,250 
Banff International Television Festival, Banff - In- 
vite foreign buyers & broadcast executives to mar- 
keting seminars to stimulate sales of Cdn TV 
products & co-production opportunities... .. $13,500 
Banff Television Festival, Banff - To invite foreign 
—e representatives to attend int'l seminars 
See ele tic hinieyile kaa o's $31,265 
a a Pictures, Vancouver - Send writer/direc- 
tor Karethe Linaae to the Cannes Festival, to pre- 


CTF’s proposed Taxpayer Protection 
Amendment at a news conference on 
Parliament Hill. 


QUEBEC - Jason Kenney met with rep- 
resentatives of the Quebec Taxpayers 
Association (QTA) in Ottawa to discuss 
the possibility of a strategic alliance. The 
QTA hopes to model itself after the CTF. 


VICTORIA - The CTF-BC has _pre- 
pared a province-wide Taxpayer Protec- 
tion Pledge campaign, to run in conjunc- 


tion with the provincial election. 


WINNIPEG & STEINBACH - Tax- 
payer representatives called for an end to 
automatic teacher pay increases before 
the “Teacher Collective Bargaining and 
Compensation Review Committee.” 


TORONTO - Paul Pagnuelo of the OTF 
appeared before the Greater Toronto 
Area (GTA) panel to present the Federa- 
tion’s views on property tax reform and 
municipal government restructuring. 


26 THE TAXPAYER 


sent her film “Off Key” at the International Critics launch of her film “Camilla”................ $850 
Week & to secure foreign distribution. ...... $1,400 Gary Yates, Montreal - To present his film “Without 
Canada Wild Productions, Vancouver - Send film Rockets” and promote activities related to Canada, 
maker Nettie Wild to Mexico to promote the film at the 1994 Locarno International Film Festival in 
“Blockade” during the Cdn Film Showcase . . $1,334 | Switzerland.............. 00. .cc eee eee $975 
Centre International Du Film Pour L’enfance Et Great Plains Productions Inc., Edmonton - To 

La Jeuneese, Montreal - Promote Cdn leadership send film maker Gil Cardinal to promote his film pro- 
in producing quality films for children at the World ductions in the First Nations section of the Tamtam 
Summit on Television & Children. ......... $2000 || Video Festival. s:.6cssses. ccaais cats aac $950 
Cine-Groupe, Montreal - To send Jacques Petti- Great North Productions, Edmonton - Send Patri- 
grew on a Japanese trade mission to promote the cia Phillips to Sweden & Denmark to promote co- 
sale of Canadian film products. ............ $900 | productions & sales of Canadian film prod. ... $800 
Creon Productions, Montreal - To send film maker Grimthorpe Film, Ontario - To assist film maker 
Attila Bertalan to Mexico to promote the film “A Bul- Peter Metler in attending the Festival International 

let in the Head” during the Canadian Film Showcase | de Film de Grandin Belgium.............. $950 
at Cineteca Nacional...............+.06: $1,200 | Harry Rasky Productions Inc., Toronto - To send 
Deepa Mehta Films Inc., Toronto - To send film film maker Harry Rasky to promote his new film at 
maker Deepa Mehta to the UK for the commercial the Smithsoniun Institute................., $360 


on a Japanese trade mission to promote the 


Ladder to the Moon Productions, Toronto - To 
send Christine Richey to the 32nd International 


WE TOs ae fr ar et ecut ete 


Video De Montreal, Montreal - To invite foreign 


Enrique Ortega, Toronto - Invite Enrique Ortega, 
head programmer for the filmoteca of the Universi- 
dad Autonoma de Mexico, to acquaint him with inde- 
pendent film & video in Canada ........... $800 


Imagex Ltd., Halifax - Send Christopher Zimmer 


Marche International Du Film De Latv Et De La 


sale of Canadian film products. ........... $900 


International Film Seminars, Inc., New York - To 
invite two Canadian Asian film makers to the 40th 
Annual Robert Flaherty Seminar............ $950 


Leipzig Festival inGermany. .............. $900 


Les Productions De Traine Sauvage, Montreal - 
To present the exhibition exposition “JC meee 


Money to Burn: 
Trudeau, Mulroney, and the Bankruptcy of Canada 


by D'Arcy Jenish 


“Our governments once devoted most of their energy and resources to legislating, regulating, negotiating and providing basic services. In 
the post-war era, they have built an elaborate cradle-to-grave social safety net, and taken on a plethora of new and questionable 
responsibilities deeply immersed in promoting, encouraging, and subsidizing hundreds of unrelated activities. But in attempting to satisfy 
every conceivable demand - very ofien for political advantage - we have ended up with what Lindbeck calls “the transfer state,” a socially 
driven, unaffordable free-for-all.” D'Arcy Jenish 


Do politicians and the general public have the will ¢ While the country slipped into a fiscal quagmire, 


to do what’s necessary to bring Canada back from 

the verge of bankruptcy? 

It's a question many Canadians are asking, and 
D’Arcy Jenish explores it further in his soon to be 
released book, “Money to Burn: Trudeau, Mulroney, 
and the bankruptcy of Canada.” 

Jenish, a senior writer for Maclean's magazine, 
takes an historical look at the circumstances that 
brought us to this point. He examines the evolution 
of our current crisis from the free-spending Trudeau 
years through the fiscally - ineffectual period of . 
Mulroney's leadership to the current attempts by the | 
Chretien government to rein in the deficit. And, he 
reveals for the first time how New York brokers and 
financiers learned crucial details of Paul Martin's 
landmark budget of February 1995 - before the 
Minister of Finance presented his budget to the Canadian people. 

With an eye for historical continuity and abundant firsthand 
testimony from political insiders and senior bureaucrats, Jenish builds 
a damning picture of the federal political system and its 30-year habit 
of handing out money to practically anyone who asked for it. 
Canada’s national debt was $18 billion in April 1968 when Trudeau 

became prime minister. By the end of his mandate, the debt was 

headed for $210 billion, more than a tenfold increase. 

When Trudeau retired, federal spending represented 26% of the 
country’s economy compared with 17% when he became prime 
minister. 

¢ In 1867, Canada was governed by 14 ministers. In 1950 there were 


We are rightly 


Trudeau was busy elsewhere, first with the 
constitution and then his peace mission. In his 
final months in office, he traipsed around the 
world like some latter-day Don Quixote, 
preaching disarmament to the likes of Margaret 

Thatcher and Ronald Reagan. 

@ Brian Mulroney was a tinkerer, rather than a 
reformer, who added $300 billion to the national 
debt and completely undermined Canada’s 
credibility in world financial markets by missing 
his government's deficit target. 

Jenish discloses how, in February 1995, 
Canada’s tarnished reputation forced the finance 
department to send a secret three-person delegation 
of senior officials to visit some of Wall Street's leading 
brokerage houses. They revealed the size of the 


spending cuts in the upcoming budget -before Paul Martin had stood in 
the House of Commons to read his budget speech. 

Jenish also scrutinizes the resistance by the Left to fiscal reform and 
discusses the bold and controversial steps being taken in Alberta and 
Ontario as elected governments attempt to wrestle their respective 
deficits into submission. 

Only now Canadians are beginning to pay the price for Trudeau's 
decisions. Trudeau lit the fire, Mulroney wouldn't put it out, and now 
Jean Chretien faces an almost impossible task. 


concerned about the financial status of our country, 


and Jenish’s easy to follow book will give the reader new insight into 
how we've got here, why itis imperative something be done, and finally, 


20. By 1980, we had 39 ministers. what must be done. 
So thee Pbaeet all 5. 2. -. Sea ee oe << te eee een <--> <= 
! 
: Please send me: 
. copies of “Money to Burn” (hard cover) at $27.95 €8. 2.0... cece eee cence eee eee e eect reas eens eteeeneeeteeeraeeteaees 
SPAR OBT RD cla cce cdc e di oo. .0 0 sae sve SSeS ROMPRES EME ek Seba 500d an Rev tepel sith Capes ateemaers 
* Shipping arubtinnilingy-Watbock’...........-...s+cqbbetedise sous asdape Mls ene. & .G-.<-<.0ecncy sein een ees minSteents $3.00 
| Each additional book add 50 cents GACH. TS... ovis ae ee wleceees cere Oa erat oe wis wc « ovo cane 5-0 ee Ste anpeatoneleterg  teipe elem = 
TOM ONDE osc aise eae cce Gah Sea vad nt yon ou eae e eee Rae ER Wz SAMPRUED Bare 5 x'slale"s Oe a tin sais iota ainieretE ie cae = at nae 
: Method of Payment 
D Mastercard OVvisa CO) Cheque 
, Name on Card: Visa/Master Card #: Expiry date 
| Name: Address: 
| City/ftown: Province: Postal Code: 
' 


Please send order to: Canadian Taxpayers Federation, 105-438 Victoria Ave. E., Regina, Sask., S4N ON7, Fax: 306-352-7203 
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buyers from Europe, USA, Mexico & Asia Pacific to 
participate in the event. ................ $15,000 


Mario Dufour, Outremont, QUE - To participate in 
the Festival Int'l du Film VIH et Sida in Paris, and 
promote his film “Mortal Desir’............ $1,100 
Memory Pictures, Toronto - To send a repre- 
sentative to the Goteberg Film Festival in Sweden 

to present “Arrowhead”. °................ $850 
Necessary Illusions, Vancouver - Send Mark Ach- 
bar to promote the film “Manufacturing Consent: 
Noam Chomsky & the Media” in Mexico during the 
Cdn Film Showcase at the Cineteca Nacional. $1,334 
Nelvana, Toronto - To send Michael Hirsh to take 
part in a trade mission to Japan to promote the sale 
of Canadian film products................. $900 
October Films Inc., Toronto - To send Bruno 
Pacheco to Mexico to promote the film, “A Bullet in 
the Head” during the Canadian Film Showcase at 


Cinetoca: Nacional 2.0.6. ..0 00 deeccseoe ee $1,200 
Ottawa International Animation Festival - Invite 
foreign buyers to the 1994 festival. ........ $5,000 


Pandora Films, Montreal - To send Patricia Tassi- 
nari to participate in the 14th Bilan du film ethnog- 


raphique in Paris... oo... eee ceceeeceas $600 
Peter Davis, Vancouver - Promote his TV documen- 
taries on South Africa in South Africa........ $950 


Pigtime Productions, Montreal - To send film 
maker Gary Yates to participate in the Rotterdam 
PIM POSING hs cGitcgc cisco c coca ss $850 
Productions Multi-Monde, Montreal - Send M. 

Guy to present his movie “Moving the Mountain” at 
the International Documentary Festival in Amster- 


Rez Films Lid., Toronto - Send Brian Dennis to par- 
ticipate in the Kyoto Int'l Film Festival....... $1,200 
Salter Street Films Ltd., Halifax - Send Paul Dono- 
van to Japan to promote Cdn film products... $900 
Vancouver International Film Festival - Invite for- 
eign buyers from Asia to the festival. ..... $13,500 
Toronto International Film Festival, Toronto - To 
invite foreign buyers to participate in activities re- 
lated to the sales office..............24. $15,000 
Trenton Carlson, Vancouver - Present his film “The 
Station” & participate in Cdn promotional activities at 
the 1994 Locarno Intern’ Film Festival in Switzer- 
Sp SiS ae POSE eens Pere aac $975 
Trimone-Inter Inc., Montreal - To send Jean 
Tourangeau to the New England Children’s Film 

and Video Festival..............5cceeeees $800 
TV Ontario, Toronto - To send two representatives 
to participate in the Shanghai Television Festival in 
CP erae saci tat oes ase G anes 1500 
William Dere, Montreal - To participate in the Sin- 
gapore International Film Festival, presenting his 

film “Moving the Mountain’............... $1,865 
Yves Belanger, Montreal - To participate in the 
Festival international de films de Locarno, in Switzer- 
land where his film “Le Retraite” is presented in offi- 
Ciel COMOROS maaan et eeuems $975 


Discipline: Visual Arts 
Art Metropole, Toronto - To participate in the 

Basel Art Fair. 

Artexe, Montreal - To participate in the Guadalajara 
and Basel An Pale... 2 oie $6,500 
Barbican Art Gallery, London, ON - Organize the 
participation of Linda Duvall in the exhibition “Who's 


looking at the Family” in London........... $2,500 
Biennale International, Limoges - To organize Ca- 
nadian participation at the Biennale. ...... $10,000 


Beneficiaries, - To prepare a project for the Cdn 
ig in the 1995 Venice Biennale - hee 
sans Centre for Architecture, Montreal - To 
present the exhibition “Patkau Architects” at the 
Venice Biennale. ..............cee eens $50, 
Canadian Museum of Civilization, Hull - To organ- 
ize the exhibition “Edward Poitras” at the Venice Bi- 
ge See A aap eer ae $50,000 
Centre D’exposition Dy Vieux-Palais, Saint- 
Jerome, QUE - Organize an exhibition with 5 Cdn 
artists at the Museum de! Chopo, Mexico... . $6,200 
Centro De Arte Reina Sofia, Madrid - To present 
the exhibition “Jeff Wall” ............... $20,000 
Champ Libre, Montreal - Present its program of 
Cdn video art in California, Francisco, & Santa 
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te eet, en $2,290 
Contemporary Art Museum, Houston, USA - To 
present “Stan Douglas’................ . $7,000 
Fundacio Espai Poblenou, Spain - To present 
“Rodney Graham’ in Spain............. . $10,000 
Galerie Nationale Du Jeu De Paume, Paris, - To 
organize the participation of Lynne Cohen at the ex- 
hibition Generique II in Paris, France... ... . $5,000 
Gioco Loco Communications Inc., Toronto - To 
enable the Palazzo Forti Museum of Modern and 
Contemporary Art in Verona, Italy, to present the ex- 
hibition “Inuit Imagination". ............. $60,000 
Guido Molinari, Montreal - To present an exhibi- 
tion of his work at the Stiftung Fur Konkrete Kunst 
Reutlingen, Germany .............0005 $10,000 
Indianapolis Museum of Art - Present the exhibi- 


he guest editorial on the 

psychological effects of daycare 
by Antony Kirby in Vol. 8 #1/96 is a 
welcome sight! You will notice the happy 
coincidence of responsible daycare 
spending and mentally healthy children. 
Perhaps we can find extra incentives to 
work against other forms of government 
excess? I hope this type of commentary 
will be used in the future; after all, 
taxpayers are more than money-handling 
machines. 


Tim Hudec, Fox Valley, Sask. 


RRSP taxes? 


oS who save in RRSP accounts 
are hard-working members of the 
middle class such as farmers, 
electricians, plumbers, nurses, doctors, 
small business people, as well as all the 
individuals whom they employ. People 
who contribute to RRSPs are responsible 
individuals who are attempting to take 
care of their own retirement planning, 
and are not counting on others to do this 
for them. Statistics show that too few 
Canadians are making adequate 
arrangements for their retirement. 


Changes to RRSP contribution limits 
should only be contemplated as part of a 
comprehensive reform of the entire Cana- 
dian pension system. With a federal dis- 
cussion paper on aging about to be 
released, a piecemeal, temporary reform 
such as altering RRSP contribution limits 
does not provide any long-term answers 
to any government problems, and for 
those individuals counting on their 
RRSPs as their sole means of sustaining a 
basic quality of existence into their elder, 
years, it is a disastrous error. 
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tion “Shelagh Keeley’ in Indianapolis, USA... $2,500 


Institute of Contemporary Art of London, - To 


mpor 
present the exhibition “Stan Douglas’ ...... $7000 


International Sculpture Exhibition, - To organize 
the presentation of ‘The Potato Eaters” by Noel 


Harding in Atlanta, USA. ............... $15,000 


Kunsthallen Bielefeld, Germany - Organize “The 


Body -Le Corps’ exhibition in Germany... $20,000 


Kunsthalien Brandts, Kladefabrik, Denmark - To 
present the exhibition “Indian Time” in Denmark and 


Ws A ietccts ce ee $25,000 


Le Quai-Ecole D’art De Mulhouse, France - To 
present the exhibition “Roberto Pellegrinuzzi” in 


Troyes, Mulhouse and Metz, France........ $5,000 


Contemporaneo Museo De Arte, Mexico - Present 


exhibition by Derek Besant in Mexico. ...... $5,000 


Museum of Contemporary Art, Sydney, Australia - 
To send Linda Michael to Toronto, Montreal, 
Ottawa, Vancouver and Victoria........... $3,000 


Musee D’art Contemporain De Montreal, Mont- 
real - Familiarization visit for Anne Dary, curator du 
Musee du Jura & director of FRAC Franche-Comte, 
in Toronto, Ottawa, & Montreal............ $3,000 


Musee Des Beaux-Arts De Nantes, France - Pre- 
sent the exhibition “Declaration” by J. Sterbak in 
Nantes, France, Barcelona, & London. ..... $7,000 
Nouvelle Societe Du Palais De La Palais Civilis, 
Montreal - Present V. D’Avion exhibit in Paris, Mos- 
cow, Munich, Seattle, & Singapore. ....... $37,500 
Oboro-Opera, Montreal - Present “Video Art in 
Quebec & Canada’ in Mexico, D.F., Leon, Monter- 
rey, Guadalajara & other locations. ........ $3,500 


Canadians require predictability from 
their government in order to plan for their 
retirement. The Minister of Finance often 
repeats how important it is to set realistic 
deficit reduction targets and then to meet 
those targets in order to build credibility 
with foreign money markets. Do not Ca- 
nadians placing their savings into RRSPs 
deserve the same respect? 

Simply put, a proposal to reduce 
RRSP contribution limits in order to 
“pay” for other social programs is an ex- 
ercise in uninspired, reactionary and divi- 
sive political posturing. Members of 
Parliament including the Minister of Fi- 
nance, may first wish to clean up their 
own pension fiasco before they attack the 
only pension system available to many 
hard-working and honest taxpayers. 

B.L. Ross, Edmonton, Alberta 


Balanced Budget Amendment 


appreciate very much “The 

Taxpayer.” At times I have to read 
it in small doses, as it makes me so angry 
and disgusted with the federal 
government that it makes for new ulcers. 
Your proposed Taxpayer Protection 
Amendment is especially impressive. 
However, I believe the federal budget 
should be balanced now, not in three or 
four years. There are thousands of ways 
to reduce spending; all it would take is a 
deaf ear to special interest groups, and a 
lot of gumption. As a taxpayer, I see red 
over some of the ridiculous and idiotic 
ways our money is wasted. 


R.J. Whelpton, Rose Prairie, B.C. 


ts Federation’s proposed 
Constitutional Amendment is 
extremely interesting and will certainly 
attract the attention and support of 


taxpayers. 

To have this Amendment enacted will 
be a long and difficult task since it will re- 
quire the initiative and support of the po- 
litical party forming the government. 
This seems to indicate that the proposed 
amendment should be made as palatable 
as possible to politicians - after all, they 
have to pass it. To this end, I would 
strongly suggest that the Amendment be 
reviewed with this in mind. Perhaps the 
Amendment should only deal with the 
balanced budget requirements and those 
sections that would limit expenditures 
and new taxes be redrafted as a statute. 

You have requested comments on 
your Balanced Budget Amendment. My 
comments herein are in response to that 
request. They can be summed up as fol- 
lows: ; 

1. Because it is a constitutional amend- 
ment it should be drafted as simply and 
clearly as possible and yet provide for 
changing circumstances over the years. 

2. It should deal only with the finan- 
cial control of the deficit and debt. 

3. It should penalize governments, not 
individuals. 

4. Control of expenditures and taxes 
as such should not be included in the con- 
stitutional amendment but covered by 
statutes. 

In any event, it is a different approach 
to an extremely important, urgent and 
complex problem facing our country. 
W.R. Stadelman, Toronto, Ontario 


CPP & MPs’ pensions 

A‘ a recently retired Canadian and 

one of the many seniors in 

Canada, it is with a great deal of 
trepidation that I listen to the rhetoric of 
Canada’s politicians on the subject of 
pension reform. Where is our common 
sense approach to resolving this problem? 


It seems to me that every suggestion 
indicates raising the level of contribu- 
tions by all working Canadians, as well 
as the age of senior recipients; while re- 
ducing the amount of benefits payable. If 
a reduction is enacted, then I suggest that 
every government program where there is 
no contribution being made by interested 
parties receiving the benefits be reduced 
in the same percentage proportion, as for 
any reduction in the CPP program. 

It appears that opinions being ex- 
pressed by many interested peoples in 
that this matter have lost sight of the fact 
the CPP fund will exhaust itself by the 
year 2015. Therefore, there must be funds 
available at this time, that could be in- 
vested immediately and start to earn in- 
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Optica, Montreal - To present the exhibition Le 


Benefice du Doute in Paris, France........ $5,000 


Plug in -Oboro, Winnipeg - Participate in the 
Guadalajara Art Fair & the Intern'l Forum of Contem- 


porary Art Theory in Mexico............. . $5,000 


Recontres D’arles, France - To present “Pretty Rib- 


bons” by Donigan Cumming.............. $7,500 


Setagaya Art Museum, Tokyo - To present “Spirits 
on the Crossing, Travellers To/From Nowhere’ in 


Tokyo, Kioto and Sapporo............... $50,000 


Stedelijk Museum, Amsterdam, Holland - Organ- 
ize familiarization visit by Dorine Mignot in Montreal, 


Ottawa, Toronto, Winnipeg & Vancouver. ... $3,000 


The Art Institute of Chicago, Chicago - To present 
“About Place: Recent Art of the Americas’ in Chi- 


COQU ONO MOMS antic tere ues vcs +c $15,000 


vestment income for the pension fund. 

The moment has arrived for Canadi- 
ans to speak out at the possibility of plac- 
ing the existing fund, as well as all future 
employer and employee contributions, 
into the hands of the private sector, who 
would be jointly responsible for collect- 
ing and investing all contributions and 
paying out all benefits. Any investment 
of contributions could result in a steady 
yield of interest income on all contribu- 
tions into the CPP fund, thereby guaran- 
teeing benefits for all future generations 
of Canadians. 


James P. Kairns, Vancouver, B.C. 


AS a small-business owner, I have a 
very legitimate complaint with the 
collection of the Goods and Services Tax. 


Anyone in business knows the time 
that has been involved with the handling 
of the GST since its implementation in 
1991. We collect it, we calculate the col- 
lectible GST and the input tax credits 
and, finally, we remit it. 

And, anyone in business knows that, 
unlike the handling of the provincial sales 
tax, we do not earn any commission. 

My complaint is this: why does our 
federal government feel that business peo- 
ple should work for nothing? 

We spend endless hours of work with 
the GST; we should be entitled to some 
pay for our work. 

I submitted an invoice on August 31, 
1994, to Revenue Canada for my time 
spent calculating since 1991. The total 
came to $3,600 plus GST. 

I received letters from Finance Minis- 
ter Paul Martin, Revenue Minister David 
Anderson and Deputy Minister Pierre 
Gravelle. Mr. Gravelle wrote that in the 
Excise Tax Act, there were no provisions 
that would allow the Department to pay 
registrants for collecting GST and calcu- 
lating and remitting net tax. 

I suggest that all business people 
across Canada should include an invoice 
for their time taken up by the GST and 
submit it with their next remittance. 

If enough invoices are submitted, we 
might see results. 

Even an amendment clause to the Ex- 
cise Tax Act for commissions would be a 
step in the right direction. 

Valerie Rousseau, Coronach, Sask. 


| Letters may be edited for length and clarity. 


Please send letters to the: Canadian 


Taxpayers Federation, 105-438 Victoria Ave. 
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1. Did you support or oppose the introduction of the Goods and 
Services Tax (GST) when it was first introduced? 

QO) Support 

C1 Oppose 

2. Inthe general federal election campaign of 1993, the Liberal Party 
pledged to ‘abolish’ the GST. At that time, was it your impression 
that this pledge meant that a Liberal goverment would: 
Eliminate the GST altogether 

(1 Replace the GST with another type of tax 

O__Harmonize the GST with provincial sales taxes 


3. Forgetting the Liberal Party’s promise to ‘abolish’ the GST, what 
do you think should be done with the tax? 

Eliminate the GST altogether 

() Replace the GST with another type of tax 

(J Harmonize the GST with provincial sales taxes 

() Retain the GST in its current form 


‘Show ‘em 
‘your 
‘colours! 


The Canadian Taxpayers Federation is 
now offering hats, decals, T-shirts and 
golf shirts proudly displaying the CTF 
logo for all those supporters interested in 
expressing their opinion on excessive 
taxes and out-of-control government 
spending. All profits go to support the ac- 
tivities of the Canadian Taxpayers Fed- 
eration & its provincial affiliates. 


O) Small OiMedium (OlLarge 


QO) gray 


(1X Large 
O white 


Canadian Taxpayers Federation’s GST Survey 


4. If you favour eliminating the GST, do you think the $17 billion in 

revenue it generates should be made up by 

OQ) Cutting $17 billion in federal spending (10% of the budget) 

(1 Raising other taxes by $17 billion (e.g. a 25% increase in 
income tax) 

() Acombination of cuts and other tax increases 


5. If you favour replacing the GST with another type of tax, would 


you: 

QO) Prefer a tax with no exemptions and a much lower rate 

1 Prefer a tax with fewer exemptions and a slightly lower rate 
(1 Oppose taxing more goods to lower the rate 


6. If you favour harmonizing the GST with provincial sales taxes, 
which level of government should administer the tax? 

1 The federal government 

QO) Provincial governments 

) Both federal and provincial governments 


Quantity Caps 
@. Men's Dress Cap: polycotton, leather sizer, brass buckle - $12.00 each ...... 00.6... ccc eee e eee eee ees 
Ored O teal Osilver CZ) powder blue O beige O kelly green 
@. Alumni Style Cap: two-tone cotton; all natural colour top, colored brim; leather sizer - $11.00 each ......... 
Brim colour: Ored O royal blue OQ) spruce green Ohnavyblue Oblack 
Golf Shirts 
______ © White Golf Shirt: 100% cotton complete with accent stripes on collar - $28.50 .......... 0.0 cccee cece ees 
Osmall OiMedium (ClLarge OX Large 
Accent stripes: (I black Ol red Di jade 
@. Lacoste Golf Shirt: 50/50 POH-Coltoh) GON GOaEs eet OO ee ole ik eatin cs oki 5s viene egepuaionlpedeles ees 
(1 Small O)Medium (OlLarge OX Large 
C) powder blue D silver O white Ored O teal 


Polycotton T-Shirts 
© Shirt: Fruit Best, 50/50, embroidered logo - $16.00 €€Ch 0... 0... cece cece cece cence ee eeeneeennes 


OYXX Large* (1 XXX Large* (add $2.00 for XXL & XXXL) 
Divory O natural 


Lapel Pins 
@. With CTF logo - $4.50... 0... cece eee e eee 


Magnetic Window Decals 
@. 2.75” x 18.12" with CTF logo & “Promoting the responsible & efficient use of tax dollars” - $3.50.......... 


a, 5 sis .0 kcimAi ae initecee se < 0.0.6.0.00.0.0:0 040 gm 5 
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7. Ifthe federal government fails to eliminate the GST and replaces 
it with another form of tax or harmonizes it with provincial sales 
taxes, should that tax: 

() Becompletely visible to consumers 

1 Be completely hidden in the price of goods and services 

C) Be included in the price, but visible on the receipt 


8. In the federal general election campaign of 1993, Deputy Prime 
Minister Sheila Copps said that ‘If the GST is not abolished, I'll 
resign.” Do you think that Sheila Copps should: 

QO) Resign immediately 

OQ) Resign by not running for re-election 

QO Not resign at all 


Please complete and return to: The Canadian Taxpayers 
Federation, #410 - 9707 - 110th St., Edmonton, AB, T5K 2L9 
Fax: 403-482-1744 


re 


PED TG Gh: caeacecastcn a eats ahs inte cae 
Postage & handling (10% of order - minimum $3.50) 


Method of Payment: 
OQ) Visa 


C) Mastercard 


Name on card: 


L) Cheque 


Visa/Mastercard #: Expiry date: 


Name : 
Address; 
City/town : Prov: PC: 


Please allow 6 to 8 weeks for delivery. Shirts or hats may 
be substituted with equal or better quality products if 
items are out-of-stock. 


Send your order to: Canadian Taxpayers Federation, 
Capital Place Building, 410 - 9707 - 110th St, Edmonton, 
AB, T5K 2L9 or phone: 


1-800-661-0187 


